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WHAT HAPPENS IN THE FALL 


There are good grounds for expecting a rise in national output— but at what rate? 


general business activity had come to a halt were 

widespread. What monthly figures were available 
for business conditions in May pointed to an end of 
decline, and there were, here and there, a few harbingers 
of improvement. 

Employment in May, after adjustment for seasonal 
influences, was fractionally higher than in April, thanks 
to a small advance in nonmanufacturing employment. 
While the number of production workers declined 
slightly, hours of work rose, and total labor input in the 
industrial sector increased slightly. This increase was 
reflected in a one-point rise in the Federal Reserve’s 
industrial production index. It was a modest enough 
improvement and well within the margin of error of such 
a composite, but it was nevertheless welcome after eight 
months of rapid decline. Unemployment behaved sea- 
sonally in May, for the first time since late 1957. 

Personal incomes rose in May, as they had in the two 
preceding months; the labor-income component of the 
total rose for the first time since last August. Retail 
trade, which had expanded somewhat in April, con- 
tinued strong in May. And, in May, THe CONFERENCE 
Boarp’s diffusion index, which reflects trends in many 
of these statistics, climbed to its best level since last 
October. While the value of new construction put in 
place continued to decline in May, as it had throughout 
1958, the rate of housing starts improved notably, and 
together with the available figures on FHA and VA 
applications and contract awards, was pointing toward 
an upturn in residential building activity. 


B. MID-JUNE, signs that the 1958 downtrend in 


A June Bloom 

In June, the tone of increasing firmness apparent in 
May evidently spread more widely. In early June, the 
steel rate climbed sharply; paperboard, coal, and petro- 
jeum production advanced; electric power output (sea- 
sonally adjusted) rose to the best level since February; 
and freight carloadings improved notably (partly as a 
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reflection of improvement in some of the other indica- 
tors mentioned). Department store sales in the first half 
of June also appeared to have risen to the best season- 
ally adjusted level of the year. 

It would be easy to make too much of these indica- 
tors; they most assuredly do not make a case for an 
early expansion carrying rapidly to the levels of activity 
reached at the crest of the 1957 boom. In the present 
atmosphere of eager and anxious searching of each 
statistic as it is released, it may be worth while to bear 
in mind the following sets of qualifications to such 
optimistic expectations. 


Some Qualifications 


e In the first place, in the midst of the improvement 
in weekly indicators in June, the Department of Com- 
merce reported a further pronounced reduction in antic- 
ipated outlays of business for plant and equipment. 
The survey yielding these results was taken in late April 
and early May, when only the faintest shreds of evi- 
dence that the decline was ending were available, and it 
may be that the expectations of businessmen have also 
begun to firm since the date of the survey. However, 
even granting this assumption, there is no likelihood 
that deliveries of capital goods will stop falling during 
1958, and there is even much doubt whether the rate of 
new orders for capital goods will rise significantly before 
the end of the year. 

e There is no particular evidence that final demand 
for consumer durables has improved in recent months, 
or is likely to improve over the next several months. The 
same might be said of housing. While the starts rate is 
evidently advancing, the figures on mortgage recordings 
do not yet reveal any important uptrend in the rate of 
new home sales. End-product demand in the consumer 
sector has not yet turned around and headed upward. 

e Because final demand is not rising, the scattered 
improvement in production rates that is now appearing 
in weekly figures implies a reduction (perhaps tempo- 
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rary) in the rate of inventory liquidation. Reduction in 
the rate of liquidation is a stimulant to general business, 
and because the rate of liquidation has been so high, its 
termination may eventually provide a sizable stimulant. 
But it is an important qualification to the current sta- 
tistical indications of improvement that they derive 
mainly from the inventory sector rather than from 
demand for end product. Particularly in the case of 
steel, the rise in output late in the second quarter acted 
to reduce the rate of liquidation, and has thereby drawn 
down the reservoir of demand implicit in the rapid rate 
of liquidation prevailing in the first quarter. (‘The reser- 
voir may build up again early in the third quarter; the 
industry expects steel output to fall again in July.) 


Second-quarter GNP 


Following its abrupt decline of late 1957 and early 
1958, gross national product apparently stabilized in the 
second quarter. The rate of business investment and net 
foreign investment declined somewhat, but these de- 
clines were almost precisely offset by moderate increases 
in personal consumption and in government spending. 
Within the consumption total, offsets also appeared. 
Outlays for soft goods and services rose, while expendi- 
tures for durable goods declined a little further from 
their already reduced level of the first quarter. 

Within the total of gross private domestic investment, 
both residential and nonresidential construction activity 
declined in the second quarter. Business spending for 
machinery and equipment also declined, but at a slower 
rate than in the first quarter (thanks partly to firmness 
in the machinery purchases of the agricultural sector, 
which is reflected in the “producer durables’? component 
of gross national product, but not in the quarterly series 
on “business expenditures for new plant and equip- 
ment” maintained by the Department of Commerce). 
Inventory demand (the remaining component of gross 
private domestic investment) remained in a high nega- 
tive range, but the rate of liquidation was evidently 
falling toward the close of the quarter, and the average 
rate for the quarter as a whole seems to have been some- 
what lower than in the first quarter. 

On the basis of these tentative estimates for gross 
product, the sharp contraction in national output ap- 
pears to have turned into a rolling stability in the 
spring. The general price level, however, was somewhat 
higher in the second quarter than in the first quarter, 
and in real terms national output evidently subsided 
fractionally further. (This conclusion is borne out by the 
fact that total seasonally adjusted employment in the 
second quarter was a trifle lower than in the first 
quarter.) In particular, the rise in personal consumption 
expenditures for nondurable goods reflects the influence 


of a considerable rise in food prices. The increase in 
personal outlays for services also represents principally 
increases in prices rather than increases in volume. And 
a part of the rise in government spending reflects wage 
increases. 


Into the Third Quarter 


Because of its seasonal characteristics, the third 
quarter is not expected to disclose any emerging trend 
in general business conditions. By all indications, activ- 
ity in the steel industry will decline in July, as the 
impetus of hedge buying has disappeared. Automotive 
production is expected to fall sharply, and to remain at 
a very low level throughout the quarter, as a result of 
prolonged model change-overs. Throughout durables 
industries, and in some soft-goods industries as well, 
plant shutdowns for vacation will be somewhat ex- 
tended this year, also for purposes of balancing inven- 
tories. Even after application of substantial seasonal 
correction factors, third-quarter output is thus not likely 
to mark any big gain over the second quarter. 

Moreover, the second quarter may also have seen a 
definite pause in a three-year advance of the general 
price level. By June, none of the major retail and whole- 
sale price indexes appeared to have any remaining 
uptrend. Notably, wholesale prices of farm products 
apparently passed a crest in late May or early June, and 
are now subsiding under the pressure of heavy crops and 
gradually increasing marketings. The price component 
of national product is thus not likely to be pushing up 
the current-dollar estimates of GNP in the third quarter. 

If this thin sketch of the summer months turns out to 
be reasonably close to the fact, inventory liquidation 
will still be proceeding at a rapid rate. While the reduc- 
tion may slow in some industrial raw material lines, it 
may accelerate in durable goods retailing and in finished 
goods inventories held by manufacturers. 


What Kind of Uptrend? 


By the fourth quarter the stage may thus have been 
set for a fairly substantial curtailment of liquidation. 
There is now a growing consensus among analysts that 
the rate of liquidation will abate toward the close of the 
year, and that the result will be an uptrend in the 
Federal Reserve’s index of industrial production and an 
uptrend in the Commerce Department’s measure of 
gross product. For most analysts, the key issue in cur- 
rent forecasting is now not whether an uptrend will 
materialize, but whether it will carry with it cumulative 
consequences associated with the business cycle. 

On this much more tenuous question, opinions are, 
naturally, much less firmly held. Nevertheless, a sur- 
prisingly large number of experienced observers are now 
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forecasting only a moderate and reserved recovery, 
lacking the more spectacular cumulative aspects of the 
postwar cycle. Attempts to explain this view tend to 
draw their evidence not simply from previous bouts with 
the short-term cycle, but from a set of more general 
propositions concerning business conditions in the past 
decade. 


A Live Business Cycle 


The recession of 1957-1958 was an obvious and con- 
vincing reappearance of the business cycle. Starting in a 
limited number of areas, the decline spread rapidly 
throughout the business system, and by year end it was 
difficult indeed to find any statistical series that was not 
falling at a significant rate. 

Given this compelling evidence that the short-term 
business cycle is thus still very much alive, should it not 
be just as alive on the up side as on the down side? 
And if this is so, should not a normal business recovery 
carry business rapidly back to its preceding peak, and 
then well beyond it? Based on this direct and simple 
model, one might reasonably expect that by early 1959 
the industrial production index would be back in the 
high 130’s and that by the middle of 1959 it would 
be well into the 140’s, and still rising. 

If this can be taken to be the par for the cyclical 
course of business over the next year, 1959 might be a 
very good year indeed, with activity and profit margins 
rising throughout the year, and new records for both 
series in sight in the last half of the year. It might be 
added that the same kind of forecast made in the sum- 
mer of 1949, or in the summer of 1954, would certainly 
not have been too optimistic; in fact, it would have 
fallen decidedly short of the mark. 

At both of these earlier troughs, economists revealed 
a clear tendency to timidity in forecasting the up side of 
the cycle. Yet faced with very much the same collection 
of facts today that they faced in mid-1954, economists 
appear now to be more rather than less timid. In the 
writer’s personal sample, perhaps three out of four 
students of business conditions expect an essentially 
noncumulative uptrend in the nine-month period run- 
ning from the fourth quarter of 1958 through the first 
half of 1959. The Joint Committee on the Economic 
Report, one of the best informed groups in the country, 
subscribes to the thesis that recovery from the 1958 
recession will be slow and prolonged. The National 
Bureau’s studies of indicators have led it to the same 
tentative conclusion. 


Faith in the Future 


The central thread in this timidity seems to be a 
hesitation not about the strength of the short-term 
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business cycle, but about the longer-term position of the 
American economy. In other words, forecasters in large 
numbers are now subscribing, tentatively, to the thesis 
that a longer postwar cycle in consumer inventories, 
private debt, capital spending, and export surpluses has 
run its upward course, and will be acting as a drag 
rather than a propellant over the next few years. Ex- 
plicitly in some cases, and implicitly in others, the fore- 
casts of 1959 have begun to reflect a changed view of the 
middle-term outlook. 

To put this in terms of recent business history, a 
rapid and pervasive growth trend was present in United 
States business in the years 1947-1955. Because of the 
presence of this growth trend, the recession side of 
the short-term business cycle was offset and dampened, 
while the recovery side was amplified. The cycles them- 
selves were thus tilted upward. Each peak was impres- 
sively higher than the preceding peak; each trough was 
impressively above the preceding trough. 


A Bending Trend Line 


Viewed this way, the very sharp decline of late 1957 
and early 1958—a decline so sharp that it brought indus- 
trial activity to within a few percentage points of its 
trough four years earlier—has raised doubts about the 
continuing presence of the postwar growth trend. Partly 
because of the severity of the present recession, some of 
the long-term optimism that was so prevalent in 1955 has 
evaporated. 

There is little mention in the business press of 
mid-1958 of an 8-million automobile year,’ and fore- 
casts of housing starts now treat anything above 1 
million as reassuring. Similarly with capital goods, the 
recent statistics in THe Conrerence Boarp’s capital 
appropriations survey and in the Commerce Depart- 
ment series on anticipated capital outlays hardly bear 
out the assurances, frequently heard in 1955, that 
American business is now fully engaged in longer-term 
capital budgeting, and that its spending for new capac- 
ity is no longer being influenced by the vagaries of the 
business cycle. 

Whether rightly or wrongly, the experience of 1958 
(on top of the gathering disappointments of 1956-1957) 
has been bending the longer-term trend line about 
which managements shape their short-term decisions. 
The same set of experiences is now having an important 
influence on the opinions of forecasters. 


ALBERT T. SoMMERS 
Division of Business Analysis 


1 Given the “normal level” of automobile demand, an 8-million year 
is more probable after a 4-million year than after a 7-million year. 
The fact that an 8-million year now seems so improbably high, when 
it seemed so realistic in 1955, is indicative of the fact that estimates 
of the normal market have been revised substantially downward 


Business Forecasts 


Construction 


New York Herald Tribune (June 22)—“‘A majority of build- 
ing materials wholesalers, dealers and contractors rate pros- 
pects for the rest of the year as ‘good,’ according to a survey 
conducted by . . . Allied Chemical & Dye Corporation. 

“The survey, which covered forty-four areas east of the 
Rockies, found that most suppliers believe the repair and 
remodeling business in June and July will top last year’s level. 
An increase in home building is expected in the South and 
Midwest. Suppliers in the Northeast reported that home con- 
struction was off sharply, principally because of unusually bad 
weather. 

“Do-it-yourself projects will account for 11% of all building 
material sales, the survey found. 

“Ten per cent of the dealers, wholesalers and contractors 
saw 1958 prospects as ‘excellent,’ 54% as ‘good,’ and 36% as 
‘fair.’ None listed the outlook as ‘poor.’ ” 


General 


Alan H. Temple, executive vice-president, First National 
City Bank of New York (The Commercial and Financial 
Chronicle, June 19)—‘“*. . . The major anxiety about business 
now is no longer ‘How deep will it go?’, for the answers are 
developing, and they are reassuring. Rather the questions are 
‘How long will business stay below normal? How rigorous a 
recovery can be expected?” The answers to these questions are 
less happy. The turnaround in business expenditures on plant 
and equipment probably still is a long distance ahead. Exports 
probably will decline further. There is reason to think that the 
rate of growth in our economy may be slower for a time than 
it has been since the war, while we were making good the war 
shortages. People are pretty well stocked, and they still owe a 
lot of money. 

“These are reasons for suspecting that recovery will not be 
very vigorous. Overly optimistic expectations may be disap- 
pointed. For the longer run, however, there should be no 
doubts. 

“The dynamic influences in the American economy are 
firmly founded in immense research and development expendi- 
tures, in population growth, and not least in the qualities of 
aspiration, enterprise and faith. 

“Businessmen are looking to the longer future with great 
confidence, and I am sure they are correct in doing so.” 

Lewis L. Schellbach, vice-president and economist, Stand- 
ard & Poor’s Corporation (as reported in the New York 
Herald Tribune, June 22)—“‘. . . The extent of the prospec- 
tive fourth-quarter rise is pointed up by Lewis L. Schelibach 

. . . “Significantly, he sees three of the major key economic 
indicators in the consumer sector of the national economy— 
expenditures for goods and services, personal income and dis- 
posable income (income after taxes)—climbing to new all-time 
highs (at the annual rate) in the fourth quarter. 

“Mr. Schellbach estimates that consumer expenditures for 
goods and services will hit a fourth-quarter annual rate of 
$287.5 billion. This would top the previous annual rate high of 
$283.6 billion, reached in the third quarter of 1957. He sees 
personal income in the fourth quarter running at an annual 
rate of $351.0 billion, or higher than last year’s peak third- 
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THE CONTINUOUS rise in retail prices came close to being 
halted in May, according to Tar ConFERENCE Boarp’s con- 
sumer price index. A slight rise of 0.1%—the smallest increase 
recorded thus far in 1958—left the May, 1958, index almost 
unchanged from the preceding month. Price declines did occur 
in several of the cities, including New York where retail prices 
dropped for the first time in fifteen months. 


End of Price Rise at Hand? 


increase of 0.7% to the second group, which would have been 
higher still except for a decline of 1.1% in poultry prices. 
Cereal and bakery products, continuing a steady upward 
trend, posted a moderate 0.3% increase. These advances were 
partially offset by declines in the remaining two food groups. 
Dairy products and eggs were down 1.4% (eggs were 2.3% 
cheaper, and fresh milk and butter were also lower in price). 


The Conference Board’s Consumer Price Index—United States Cities Over 50,000 in Population 
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The May change brought the all-items index for the United 
States to 107.3 (1953 dollar = 100 cents), 3.1% above year-ago 
levels. The purchasing power of the consumer dollar remained 
unchanged over the month at 93.2 cents (1953 dollar = 100 
cents), which was 2.8 cents below the May, 1957, value. 

Transportation costs rose 0.3% over the month, food was up 
0.2% and the price of sundries increased 0.1%. Housing re- 
mained unchanged. The only group to decline in price was 
apparel which was 0.2% lower. 


The Increases 


The transportation index, which posted the largest increase 
among the index components, moved higher for the first time 
since the introduction of the 1958 cars in the fall of 1957. 
Renewed strength in the used-car market, combined with 
higher gasoline and automobile upkeep charges, more than 
offset the continued price weakness of new cars. Public 
transportation rates were also higher. 

While food costs continued to rise, the May increase was 
the smallest in many months. Fruits and vegetables, and 
_ meat, fish and poultry, all prominent in the price hikes of 
previous months, rose at a much diminished rate. The average 
rise of the former group was 1.9%, with fresh fruits costing as 
much as 4.8% more. Higher prices for all red meats brought an 
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The “other food” group was 0.2% lower from price cuts for 
coffee and sugar. 

The sundries index was fractionally higher over the month 
as both medical and personal care became more expensive. 


The Other Groups 


Housing costs remained unchanged for the second consecu- 
tive month. Advances for service items were canceled by price 
declines in other subcategories—a continuation of the price 
pattern prevailing during the past quarter. Among the ad- 
vancing items were rent, gas rates and household operations, 
while the declines occurred in fuels, and housefurnishings and 
equipment. 

Apparel was the only major commodity group to decline 
over the month. Both men’s and women’s clothing were less 
expensive, with price cuts scattered throughout the groups. 
Clothing services, such as dry cleaning and shoe repair 
charges, also declined fractionally. 

Compared with May, 1957, all commodity and service 
groups were higher. Food registered the largest increase of 
6.6% and sundries were 3.0% higher. Housing and transporta- 
tion were up 1.3% each, while apparel costs advanced 0.8%. 


Heten B. Junz 
Division of Consumer Economics 
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Anatomy of Department Store Sales 
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DEPARTMENT STORES IN A DECADE OF CHANGE 


HE WAR and a decade and more of unprece- 

dented prosperity have wrought vast changes in 

the nation’s way of life, and in the structure of 
consumer demand. The migration to suburbia, boom 
birth rates and extended longevity, increased incomes, 
more leisure, and new products and services have pre- 
cipitated a sharp upheaval in expenditure patterns. 
How have department stores fared in this era of change? 
The present pause in business activity and the Federal 
Reserve Board’s recent revision of its past estimates of 
department store sales make an opportune juncture to 
reappraise the fortunes of such stores in the retail 
community. 

There is a prevailing inclination to regard the outlook 
for department stores as bleak. This is largely based on 
the oft-cited fact that through the years a shrinking 
share of the consumer’s dollar has been spent for the 
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categories of products traditionally sold by such stores. 
In the late Forties, for example, close to 24% of total 
consumer expenditures went for department store type 
of merchandise. Last year, the ratio was down to 19%. 


Market Share Holds Up 


But this arithmetic is not exactly accurate and not 
entirely relevant. For one thing, prices for department 
store products have advanced during the decade at a 
slower pace than the cost of all goods and services. In 
real terms, then, the relative position of department 
stores has been better than the above figures suggest. 


SD 
This is the first in a series of articles on the competitive position 


of department stores. The next instalment looks at the big stores’ 

business in suburbia 

SS ee 
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After making appropriate adjustment for the price 
factor, purchases of department store type of merchan- 
dise came to 21% of consumer spending last year, which 
indicates a slippage of only about half of that generally 
assumed. 

Shifts in the structure of consumer demand follow 
inevitably from changes in living patterns. More income 
and more leisure, among other things, are making avail- 
able a lush range of luxury goods and services to an 
expanding proportion of our people. That is a by- 
product of pervasive prosperity. Thus, in an expanding 
era of plenty, expenditures for such basic commodities 
as apparel and home furnishings (products which com- 
pose the hard core of department store business) have 
grown relatively less important. Despite all this, there 
has been a substantial gain in consumer demand for 
department store type of merchandise. Furthermore, 
the department stores have been able to sustain their 
share of that market. 

Since the start of the decade, sales for such merchan- 
dise advanced by about 25%, and only a small share of 
the increment represented price advances. Growth 
rates, however, differed sharply among the various mer- 
chandise lines. Volume for the broad category of home 
furnishings, for example, was up a good deal more than 
sales of apparel, and in the latter sector men’s and 
women’s wear showed distinctly different movement. 

Department stores boosted their business during the 
postwar period, by an amount comparable to the gains 
achieved by competitive outlets, suggesting that the big 
store has generally managed to sustain its relative mar- 
ket position. In detail, the growth has been uneven: in 
some merchandise areas, the big store has extended its 
market share; in others, it has fallen behind. 


Demand, by Merchandise Sector 


The accompanying table delineates the changing 
competitive position of department stores according to 
major merchandise sectors. It includes the two major 
categories of goods—apparel and home furnishings— 
which together constitute over three fourths of depart- 
ment store sales. In developing market penetration 
ratios, total market was defined as the relevant business 
of department and other general merchandise stores, 
and sales of apparel and home-furnishing specialty out- 
lets. This is recognizably less than a perfect definition. 
A conspicuous feature of modern retailing is the promis- 
cuity of the merchandise mix. Apparel items and house- 
furnishings, for example, are found on supermarket 
shelves. But for all that, the market definitions used in 
developing the table are sufficiently definitive to provide 
a reasonably accurate view of the changing competitive 
position of the big stores over the years." 

Department stores have generally in the postwar 
period sustained their standing in the market place with 


1 A description of the method used by Tar ConrErENcE Boarp in 


defining total market and the derivation of share of market ratios for 
the various lines of merchandise will be made available on request 
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impressive consistency. An estimated 27.5% of the na- 
tion’s shopping for apparel and home furnishings in 1948 
was done in such outlets. The slippage from the level of 
1948 has been insignificant in subsequent years. Last 
year’s ratio for the big stores was about 26.5%. 

Developments in the major merchandise sectors have 
been more erratic. In the apparel and related accessories 
sector, the department stores appear to have improved 
their competitive standing. From a market share of 30% 
in 1948, the ratio hit a postwar high of over 32% by 
1955, but gave some ground in the subsequent two 
years. The most effective performance in this area was 
turned out by men’s and boys’ departments, with their 
share of the market pushed ahead from 22% in the base 
year to a postwar record of 26% in 1955. 

Department store sales of women’s and misses’ ap- 
parel and accessories—lines that accounted for 42% of 
total store volume last year—had a market penetration 
ratio of 38% in both 1948 and 1957. It went as high as 
40% in 1955. Last year’s sharply disappointing perform- 
ance, may have been partly the product of an unfortu- 
nate juncture of business-cycle movements and seasonal 
patterns in the department store business. Department 
stores do over a third of their annual women’s apparel 
sales in the final quarter of the calendar year, a signifi- 


Department Stores’ Competitive Strength, by 
Merchandise Line 
% 
37.7 MARKET 
PENETRATION 
RATIO4 


% r 
25.5 aus 


TOTAL U.S. PURCHASES 
OF APPAREL & 
HOMEF URNISHINGS =/00 Ye 


4 Percentages denote department stores’ share of the market by the indicated merchandise 
sectors in 1957 
Sources: Federal Reserve; Department of Commerce; The Conference Board 
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Department Store Sales, by Merchandise Lines 
Index numbers 1948 = 100 


Department 1957 1956 1954 1952 1950 
UMaunistorestoral ammeter trees 130.8 129.5 112.6 108.6 102.5 
Piece goods, household textiles... 104.4 105.5 95.9 92.6 93.8 

Household textiles.......... 183.2 183.2 118.2 109.1 111.6 
SOURCE 66 Soins SoRM bods 3 139.7 186.9 118.2 111.7 101.1 
Women’s apparel and accessories. 129.3 128.1 112.8 108.7 97.4 

Women’s accessories........ 129.2 129.2 116.1 112.2 102.4 


Underwear, slips, negligees... 116.3 118.6 109.8 106.2 96.7 
Women’s, children’s shoes.... 141.9 137.8 120.3 112.7 102.4 


Women’s apparel........... 129.6 127.0 109.8 105.4 92.7 
Women’s, misses’ coats, 
SUS A mriee «foe Sessa Aes: 91.7 94.5 85.5 93.2 87.5 


Juniors’ and girls’ wear..... 145.6 140.1 116.1 109.1 93.6 
Women’s and misses’ dresses 119.2 118.1 105.6 99.5 89.1 
Blouses, skirts, sportswear.. 170.2 163.6 136.4 121.9 99.4 


Men’s and boys’ wear.......... 134.7 134.7 120.0 113.7 104.5 
Men’s clothing............. 129.3 129.3 117.1 112.9 106.1 
Men’s furnishings, hats...... 132.4 135.1 120.6 111.6 102.4 

Home furnishings............. 130.4 131.8 108.9 108.0 113.6 
Furniture and bedding...... 148.2 148.2 1224 1206 115.4 

Upholstered, other furniture 145.3 143.8 116.1 115.2 114.0 
Domestic floor coverings. .... 106.4 108.5 85.5 91.5 102.1 

Rugs and carpets......... 112.5 112.5 884 949 106.9 
Draperies, curtains, uphol- 


SLETYistesraeice sates, eras acomtiong) 120.8 123.5 112.4 113.3 110.6 
Major household appliances.. 96.5 100.4 75.2 724 102.4 
Housewares (incl. small ap- 


DLNICES) os ya ects “lenis ciate 140.8 140.8 116.3 112.5 102.5 
Miscellaneous merchandise depts. 140.7 136.6 121.5 115.1 102.2 
Basement store total............ 125.5 124.2 112.0 109.9 100.8 

Women’s, misses’ ready-to- 
WEALD aucte henreniace aisle wa n/n 119.3 118.1 106.3 107.6 96.5 
Men’s and boys’ wear........ 150.7 146.4 133.8 118.8 106.8 
Grand total: entire store. .... 130.4 129.2 112.8 109.0 102.3 


Note: This table was developed by mealtipiying annual department store sales by 
the percentage contribution of each merchandise line to aggregate sales in that year. 
The dollar figures thus derived were converted to indexes 


Sources: Federal Reserve; Tue Conrmrencre Boarp 


cantly higher proportion than is experienced by relevant 
specialty stores. Business conditions generally in the 
final quarter of 1957, and retail sales particularly, were 
weaker than they had been earlier in the year. The ratio 
for 1956 was also, however, below that of 1955. 

Relevant figures for shoes, as detailed in the table, 
fluctuate erratically from year to year, but the drift over 
the years suggest that department stores lost ground in 
this merchandising sector declining from 18% in 1948 to 
under 16% in each of the past two years. 


Specialty Shoe Stores 


Impressive gains in the meanwhile were made by 
specialty shoe stores, outlets which accounted for about 
three fifths of the nation’s shoe sales in 1948 and as 
much as two thirds in 1957. This was accomplished not 
only at the expense of department stores but of other 
general merchandise outlets as well. The competitive 
advantage the department store generally obtains 
through large-scale purchasing is less effective in the 
shoe business than in other sectors. For one thing, many 
large shoe manufacturers maintain an associated retail 
structure. For another, chain operations are more exten- 
sive here than in most other areas of retailing. About 
40% of all specialty shoe store sales accrue to outlets 


associated with firms having eleven or more outlets. 
The specialty store type of operation in the men’s 
apparel business did appreciably less well, with a decline 
in its share of the market from 48% to 43% between 1948 
and 1957. But not all that apparent loss meant more 
business for department stores. Family clothing stores— 
the Department of Commerce designation of outlets 
selling apparel for both sexes and all ages—bettered 
their market position markedly during the period under 
review—and it is likely that many men’s specialty 
clothing outlets diversified their lines sufficiently be- 
tween the 1948 and 1957 census enumerations so as 
to qualify as family clothing stores. Even so, combined 
sales of specialty and family outlets still show a decline 
in market share for men’s and boys’ wear. Department 
stores improved their relative position, and that of other 
general merchandise outlets remained unchanged. 


Sag in Home Furnishings 


Whatever weakening may have occurred through the 
years in the general competitive position of depart- 
ment stores is attributable almost entirely to home- 
furnishings. From a 22.5% share of the market for that 
merchandise line in 1948, the department store standing 
was down to less than 20.0% last year. This decline is 
not exclusively the product of the postwar rise of the 
appliance discount house. In 1948, about 27% of the 
nation’s buying of furniture and furnishings was done in 
department stores, but last year only 24.5%. In the 
major appliance and television business, the market 
share of the big stores nine years ago came to an esti- 
mated 13%; in 1957, the figure was down to 10.5%. In 
very recent years, department stores have been recap- 
turing some of the appliance trade lost during the early 
Fifties. In 1953, for example, their ratio of the business 
was as little as 8.5%. 

This comeback may be attributed to a number of 
things. In a period of expanding incomes as just experi- 
enced, the customer is prone to be less price conscious 
and more inclined to obtain whatever advantages he 
feels are derived from purchasing at department stores. 


The Top Ten: Their Share of Market 


% of Total Department Store Sales 
an DE WE oe 2, 
1957 1956 1954 1952 1950 1948 


eee Se ie 
Federated............ 5.20 4.96 4.72 437 4.05 3.69 
Alliedigt f2eatesnen 5.18 5.07 518 490 457 4.46 
Mayers aiuto s eee 437 430 4.19 437 433 4.33 
R. HL. Macy oe... sic 3.66 3.28 3.21 8.24 $834 3.35 
Gimbelis-Srieuesterate 3.02 289 2.73 285 3.03 3.27 
City Stores........... 2.16 224 228 @27 Q@14 1.79 
Associated! an) week 194 184 146 1.55 1.56 1.58 
Marshall Field........ 179 1.74 195 220 232 9239 
Mercantile yvcucrceee ee 1.26 61.28 «128 1926 130 1.97 
Bullocks... yehsctpen 111 114 114 4113 114 = 1.92 
Ten-store Total..... 29.69 28.69 28.04 28.14 27.78 27.35 


Note: Not all companies listed have identical fiscal years. Eigures shown are for 
SC; te 


years into which the fiscal years primarily fall, i i 
pesgehrio Mies t y Dp y fall. Underlying United States sales figures 


Sources: Federal Reserve; annual reports; Taz Conrerunce Boarp 
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Further, such stores have made price concessions in the 
face of discount competition. The typical gross margin 
of major appliance departments last year, according to 
the Controller’s reports of the National Retail Mer- 
chants Association, was as much as a fourth less than it 
was in 1948. Conversely, as the discount house matures 
from rented loft to carnation-in-lapel style of retailing, 
it is forced to mark price tags up. While financial infor- 
mation.in this business is sparse, prospectuses that were 
issued recently by two discount houses in connection 
with public stock offerings provide interesting insight. 
The statement of the Two Guys From Harrison, Inc., 
shows that “operating and administrative expenses,” 
which were at about 9% of sales in 1952, are currently 
over 15%. Gross margins during the period advanced 
from 12% to 19%. The operating statement of E. J. 
Korvette, Inc., tells just about the same story. Selling 
and administration costs over the past five years rose 
from roughly 10% to 14% of sales, and gross margins 
jumped from 11% to 18%. 


When the Discount House Takes On Airs 


Although a change in emphasis on merchandise lines 
would affect operating ratios, the evidence suggests 
that, as the discount house reaches out for a broader 
market, it assumes many of the practices and services of 
more orthodox retailing. In that evolution, gross mar- 
gins are apparently increased to accommodate the 
higher costs of doing business. Competition in the 
appliance trade, so keen during the immediate postwar 
years, appears to be losing some of its fever. 

Even though present trends may be conducive to the 
regaining, by department stores, of at least some of the 
appliance market they lost in earlier years, their diffi- 
culties in this sector cannot be completely placed at the 
door of the discount house. For in the furniture and 
home-furnishings trade generally, the big stores’ com- 
petitive standing has slipped steadily and substantially. 
Had department stores secured the same portion of the 
nation’s retail purchases of furniture and furnishings 
last year as they had in 1948, their dollar volume for 
that general line of merchandise would have been 10% 
more than it actually was; according to the same sort 
of computation, their dollar volume of appliance sales 
would have been 25% greater last year than it actually 
was. Measured in the context of total department store 
volume, those ratios shrink to considerably smaller 
proportions. Thus the “loss” in total home furnishings 
last year becomes only 3% of the big stores’ over-all 
activity. And most of this “loss” was offset in the 
apparel and related accessories sector. 

The surprising fact is that the department store has 
actually given up so little ground. In the dynamic years 
since the war ended, there have been immense shifts in 
the geography of demand. The large migration of city 
dwellers to suburbia is a case in point. Large metro- 
politan centers are the home grounds of the big store; 
over three-fifths of their total sales in 1948 were made 
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Department Store Share of National Market 
eT 
% of Calculated Total Sales of Relevant Merchandise 


a ee 
1957 1956 1955 1954 1953 1952 1951 1948 


Apparel, accessories.. 30.8 31.5 32.2 31.6 $1.7 30.1 30.3 30.1 
Women’s, misses’... 37.7 39.2 39.8 39.4 39.1 37.8 37.9 37.7 
Men’s, boys’...... 25.5 25.6 26.0 25.6 24.9 23.1 23.1 21.9 
Shoes. e. scanteee 15.9 15.8 17.7 15.7 18.4 16.0 17.3 17.8 


Home furnishings. .. . 19.7 19.7 19.7 19.3 19.4 19.4 20.8 22.4 
Furniture, furnish- 

INQS i ele ie one 24.5 25.0 25.0 25.5 26.3 25.4 26.5 27.0 
ey appliances, 


Totals acto aes 26.4 26.7 27.1 26.7 26.9 26.0 26.6 27.4 
ee a ee eee a ee ee 


Sources; Department of Commerce; Tan ConrerEence Boarp 


in cities of a quarter of a million or more. But while such 
cities in 1948 accounted for close to half the nation’s 
purchasing of the classes of merchandise sold by depart- 
ment stores, the proportion was down to 42% by 1954, 
the last year for which data are available. 

Certainly, some of the traditional markets of the big 
stores have melted away. Theoretically, at least, they 
can meet this problem in two ways—by securing a 
larger slice of the contracting metropolitan market and 
by pursuing the consumer into suburbia. The second 
approach is the course being pushed by the industry. It 
entails, however, enormous difficulties and can provide 
only a partial solution. 


They Are There To Stay 


To secure a significantly larger portion of the big 
cities’ business—the first approach mentioned—is an 
ambitious task. It would seem reasonable to assume 
that the department store, after almost a century of 
spectacularly successful retailing, has realized prac- 
tically the full potential of the metropolitan market. 
Indeed, it seems sensible to suppose that the big stores 
cannot better their city position sufficiently to offset 
the customers they have lost to suburbia. In fact, these 
stores continue to do a large part of big-city business. In 
communities with populations of a quarter of a million 
to a million, they account for more than two fifths of the 
sales of relevant merchandise.! In cities of a hundred 
thousand to a quarter of a million inhabitants, and in 
those above a million (excluding New York), the ratio 
runs to more than one third of sales. All told, the com- 
munities just defined generated over 60% of the nation’s 
department store buying in 1954. 


Size of City a Factor 


The popularity of department stores varies apprecia- 
bly with city size. In very large centers, those with 
populations of 1 million or more, they do relatively less 
well than in somewhat smaller ones. According to the 


1 Here, and wherever subsequent reference is made to total depart- 
ment-store share of market, the ratio is based on the combined sales 
of apparel and home furnishings. These merchandise lines account for 
three fourths of total department stores sales 
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Department Stores’ Competitive Strength 
by size of City 
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“Percentages denote department stores' share of the apparel and home-furnishings 
market in the indicated cities in 1954 


Sources: Department of Commerce; The Conference Board 


figures, maximum effectiveness is achieved by depart- 
ment stores located in communities of 250,000 to 1 mil- 
lion inhabitants. In such instances, their market share 
exceeds 40% as compared with 35% and less for consid- 
erably larger centers, and with 30% and less in smaller 
metropolitan communities. 

These differences may be owing somewhat more to 
problems of definition and statistics than to the realities 
of the market place. For example, the strikingly low mar- 
ket penetration figure of 20% for New York may be 
partly explained by the fact that while large specialty 
stores have many characteristics of the department 
store and are generally considered as department stores 
by the consumer, they are not so classified in official 
statistics. In medium-size and small cities, business vol- 
ume is usually insufficient to support many large spe- 
cialty stores. In reaching out for more business, specialty 
merchants in such communities tend to emphasize 
diversity rather than depth of line and in the process 
acquire the formal status of department stores. 

There are many other factors. Many suburban sec- 
tions of very large cities, for instance, are provisioned 
with sizable shopping centers that include independent 


or branch department stores. This fact, together with 
the difficulties of modern city traffic, limits the drawing 
power of the big downtown store. The outskirts of 
smaller communities, however, are less often serviced by 
adequate shopping facilities. The centrally located de- 
partment store is not only more readily accessible to the 
city customer but attracts suburban trade as well. 

Figures on these matters are averages which, in the 
case of small communities, include localities without as 
well as those with department stores. Another factor 
that should be taken into account is that in small cities 
department stores are considerably more modest than 
they are in very large cities. The smali-city store does 
about one tenth the volume of business that is done by 
the big-city store, according to census data. The smaller 
volume means smaller stock and less variety of line, 
which in turn forces the consumer to resort more fre- 
quently to the specialty shop. 


Regional Shifts in Market 


A comparison of market ratios with shifts in the 
geography of demand illustrates some of the difficulty 
the big store has had in maintaining its competitive 
position in recent years. Cities in which these stores 
have been most effective have grown less important as 


(Continued on page 275) 


Department Stores’ Competitive Strength, by Region 
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TRANSFER PAYMENTS IN RECESSION AND PROSPERITY 


WELLING transfer payments—money disburse- 
ments to individuals for which they render no 
service currently—have been the major counter- 

force to shrinking wages and salaries in recent months. 
Chiefly owing to an increase of $5 billion in transfer 
payments, total personal income dipped by only $3 
billion between August, 1957, and May, 1958, despite a 
decline of $8 billion in wages and salaries. 

Changes in the other types of personal income were 
smaller and cancel each other out. There were rises of 
$700 million in personal interest income, and $1.1 billion 
in farm income; declines of $300 million in other labor 
income, $500 million in dividends, $100 million in 
rentals, and $1.1 billion in business and professional 
income. 

Transfer payments, in thus cushioning the fall in pay- 
rolls during this recession, have assumed a major role in 
our economic life. What has been their long-term trend 
and what are the factors underlying it? What is the 
composition of transfer payments and how has it 
changed? 


Long-term Trend Up 


Transfer payments have mushroomed in the past 
three decades. They have risen from $1.5 billion, or less 
than 2% of personal income in 1929, to $24.5 billion, or 
more than 7% in the first five months of 1958. This 
growth, shown in the chart, has not been a steady one. 
Transfers doubled over the 1929-1939 decade in actual 
amount, and increased two and one-half times relative 
to total personal income. The dollar total of transfers 
held quite steady during the war years, but other forms 
of personal income increased so sharply that the $3.6 
billion of transfers in 1944 comprised only 2.2% of the 
total. The big expansion has come since the end of 
World War II. Transfer payments quadrupled between 
1945 and 1958, while the proportion of personal income 
they accounted for doubled. A combination of legisla- 
tive, economic, and demographic factors has been 
responsible for this growth. 


What Are Transfer Payments? 


Transfer payments today are mostly disbursed by 
government agencies—federal, state, and local. They 
consist mainly of social insurance, public assistance and 
veterans’ benefits. In addition, government transfers 
include miscellaneous smaller outlays, such as profits of 
ships’ service stores, and payments for the care of foster 


1 Seasonally adjusted annual rates 
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children in private homes. There are also business 
transfer payments—largely consumer bad debts and 
corporate gifts to nonprofit institutions. Whereas busi- 
ness transfers constituted as much as two fifths of all 
transfers in 1929, they are relatively small today, and 
have ranged from 5% to 10% of the total since the end 
of the war. 

Transfer payments can be grouped in various ways. 
The national income tables published by the Depart- 
ment of Commerce separate them into three groups: 
federal, and state and local governments, and business. 
Subheads are given under each, identifying in general 
the type of payment—1.e., benefits from social insurance 
funds, direct relief, etc. For the present analysis, a 
breakdown of transfer payments by purpose or reason 
was thought to provide the most meaningful informa- 
tion. Four major reasons are discernible—old age, 
survivorship, disability, and unemployment. Govern- 
ment payments for each of these reasons are made under 
the social insurance, public assistance, and veterans’ 
programs. 

On behalf of retirement owing to age, for example, 
transfers are paid to eligible workers (and in many cases 


The Surge in Transfer Payments 
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When and Where Transfer Growth Occurs 


Billions of Dollars 
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Old-Age Retirement 


%* January-May seasonally adjusted annual rate 
© Other government transfers and business transfers 
Sources: Department of Commerce; Social Security Administration; The Conference Board 


their dependents) under a variety of social insurance 
programs—old-age, survivors’, and disability insurance; 
railroad retirement; federal civil service retirement; 
noncontributory federal retirement; and state and local 
government retirement. For the needy aged who do not 
qualify for social insurance benefits, or who require 
supplementation of their government pensions, transfers 
are payable under old-age assistance, one of four cate- 
gories of the federal-state public assistance program. 
Veterans’ payments strictly for reason of old-age retire- 
ment are relatively small, and go to veterans of the 
Spanish-American War, the Boxer rebellion, and the 
Philippine insurrection. 

Not all transfers fit neatly under one of the four 
reasons. Among those that do not are many veterans’ 
benefits (mustering-out and terminal-leave payments, 
adjusted compensation, subsistence allowances, and 
government life insurance disbursements); “other” fed- 
eral, state and local government transfers; and business 
transfers. For them, the group, “‘miscellaneous” has to 
be added to the breakdown. 

The bar chart traces changes in the dollar outlay on 
transfers, by reason, for selected years since 1940. Three 

1 The annual distributions of transfer payments by reason are rough 
estimates by Tar Conrerence Boarp from data published by the 
Department of Commerce and the Social Security Administration. 
Under the old-age, survivors’, and disability insurance program, bene- 
fits payable to retired workers and their dependents (regardless of age) 
are included under old age. On the other hand, benefits paid to all 
survivors—including aged widows and parents—have been classified 
under survivorship. Although some government life insurance dis- 
bursements are survivorship payments to beneficiaries of deceased 
servicemen or veterans, the total is shown under miscellaneous be- 
cause dividends to living policyholders represent the more variable 
component. State bonuses to veterans of World War II are included 


under “other” government transfers since they are not available 
separately 
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of the years shown contained the peak month of busi- 
ness activity prior to a downturn (1948, 1953 and 1957); 
the other three years are periods of recession (1949, 
1954, 1958). 

There has been a steady growth in payments owing to 
old age, survivorship, and disability—in good times and 
bad—as is revealed by the chart. The responsiveness of 
unemployment benefits to business conditions also 
emerges. Miscellaneous benefits are the only ones that 
have declined in the past decade, and all of that decline 
occurred in the veterans’ component, which understand- 
ably was at its peak immediately after the war. 


Another Type of Breakdown 


Also of interest is a grouping of transfers according to 
whether they are payable under a social insurance, pub- 
lic assistance, or veterans’ program. Again, there has to 
be a catchall group for payments that do not fit into 
these categories—the same items that were covered 
under miscellaneous in the earlier breakdown except for 
veterans’ benefits that can be combined here with 
veterans’ transfers payable on account of age, disability, 
survivorship, and unemployment. 

The pie chart shows how the various types of pro- 
grams have shifted in relative importance within the 
transfer-payment total. More than three fifths are social 
insurance benefits, just one eighth public assistance pay- 
ments. In 1940, the proportion accounted for by social 
insurance was half as large—three tenths, while public 
assistance amounted to a third. Veterans’ benefits, 
which represented only 14% of the total before the war, 
were nearly 50% of the total in 1948. They have now 
returned to less than one fifth of all benefits. 

The prime factor in the rise of transfers is the growing 
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role played by government in providing income security 
for individuals. The first big step taken in this direction 
was the passage of the Social Security Act of 1935. This 
law (as amended in 1939) set the framework for our 
present social security program. It provided social 
insurance benefits for old-age retirement and survivor- 
ship, established the federal-state unemployment insur- 
ance system, and authorized federal grants to the states 
for certain categories of needy persons. Up to 1950, 
however, only unemployment insurance benefits and 
public assistance payments amounted to significant out- 
lays. Coverage under old-age and survivors’ insurance 
was so limited and requirements so restrictive that such 
benefits were held to a small scale. 

The biennial amendments enacted by Congress from 
1950 on have changed this situation. Coverage has been 
maade almost universal, benefit amounts have been 
boosted, eligibility requirements have been liberalized, 
and disability benefits have been added. This partly 
explains the spurt in recent years of social insurance 
benefits payable for the reason of old age, survivorship 
or disability. 


How Transfers Grow 


A law is just the first step. It defines the circum- 
stances under which payments are made, the methods of 
determining the amounts to be disbursed, the groups 
eligible to receive benefits, etc. Once on the statute 
books, certain programs—those designed to provide 
income against the risks of old age, death and disability 
—expand simply by virtue of growth factors inherent in 
our economic structure. Population increases exert an 
upward pull in all programs. Payroll increases affect 
outlays where benefits are variable and bear a relation- 
ship to past wages. Rises in consumer prices necessitate 
increases in payments where they are based on a mini- 
mum cost of living. The latter, of course, also create 
pressure on legislators to augment all types of benefits. 


The Changing Mix of Transfer Payments 
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$11.3 BILLION = 100 % 


* January—May seasonally adjusted annual rate 
© Other government transfers and business transfers 
Sources: Department of Commerce; Social Security Administration; The Conference Board 


JULY, 1958 


$14.3 BILLION =100% 


269 


Payments designed to offset income loss owing to 
unemployment move irregularly, depending on business 
conditions, although here, too, inherent growth factors 
make their mark. A response to business downturns may 
also be seen in certain other payments. Among older 
persons at work, for example, are many who would be 
eligible for a government retirement benefit if they left 
the labor force. Loss of a job during a recession compels 
some of them to take this step. 

Evidence that this has occurred in the present reces- 
sion may be found in recently published statistics on the 
old-age, survivors’ and disability insurance program. 
Among eligible persons sixty-five and over, the propor- 
tion actually receiving retirement benefits rose from 
75.5% in January, 1957, to 80.9% in January, 1958. 
Unlike the unemployment insurance rolls, however, 
which increase only temporarily and recede when busi- 
ness recovers, the retirement rolls retain their recession- 
induced newcomers. 


Why the Recent Increase 


A sharp rise in unemployment benefits (135%) made 
up over half the $5-billion gain in transfer payments 
between August, 1957, and May, 1958. Disbursements 
for unemployment will decline as business improves, 
although it is unlikely that they will return to their 
August level. Maximum benefit amounts have been 
increased since then in many states. 

Old-age, survivorship, and disability benefits have 
also increased significantly over the nine months. To- 
gether they advanced almost $2.4 billion, nine tenths of 
which is payable under a social insurance program. 
These outlays will stick beyond the end of the recession. 
In fact, all indications are for their continued growth— 
and thus the continued growth of total transfer pay- 
ments—in the years ahead. 

Miriam Civic 
Division of Economic Studies 
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From Our Montreal Office 


CANADIAN BUDGET PANORAMA 


Honorable Donald Fleming, presented his budget 

for the fiscal year ending March 31, 1959. With 
no significant changes in rates of taxation, following the 
slight relief which was enacted as a special measure last 
December, a budgetary deficit is forecast at $648 mil- 
lion. The budget as a whole rests on the confident 
assumption that Canada’s aggregate physical produc- 
tion this year will reach $32 billion, or an increase of 2% 
in volume over the estimated gross national product in 
1957. The Minister and his advisers see no reason to 
expect any general increase in prices for the rest of 1958. 


() JUNE 17, Canada’s Minister of Finance, the 


Sees End of Decline 


This budget therefore expresses the government’s 
belief that the decline of business in Canada, which has 
been going on for about a year, is now coming to an end. 
At the same time, there is no expectation that the fac- 
tors responsible for the boom of 1955 and 1956 will 
thereupon reappear. On the contrary, the data accom- 
panying the budget show that capital investment, par- 
ticularly in the development of natural resources for 
export where it has been most heavily concentrated, has 
temporarily reached conditions of excess capacity. The 
data also show that, while other sources of supply to 
world markets have increased their competitive capac- 
ity, the world demand for many basic Canadian prod- 
ucts in the forest and mining industries, with which the 
investment boom was associated, has slackened with the 
decline of business in the United States, Canada’s 
largest market, and with the slower pace of industry 
overseas. Recuperation of the Canadian economy, 
through the next year at least, will mainly depend upon 
the internal factors of personal consumption, higher 
government spending at all levels, and increased invest- 
ment in “social capital’ (housing, roads, schools and the 
like), which had suffered from the earlier squeeze on 
money and resources and the resulting postponement of 
many public projects. 


An Eye on the Hazards 


It is in the light of calculations such as these that the 
presentation of Canada’s annual budget and its accom- 
panying White Paper can be collectively compared, 
from the standpoint of The Business Record’s American 
readers, with the President’s message to Congress, the 
report of his Council of Economic Advisers, and the 
hearings and recommendations of the congressional 


committees concerned. Lacking the fiscai initiative and 
deliberative machinery of Congress, Parliament re- 
ceives the Minister’s proposals for debate and enact- 
ment in due course, and leaves them to the test of time. 
Mr. Fleming’s first budget as Conservative Minister of 
Finance steers an unspectacular course between the 
hazards of more recession now or more inflation later, 
while his advisers have assembled the evidence with 
their usual professional detachment. 

The evidence is not discouraging. Two years ago, 
when Mr. Fleming’s predecessor presented his budget on 
March 20, 1956, the expectation that Canada’s total 
production that year would approach $28 billion (be- 
fore allowing for higher prices) was held to mark the 
limit of the country’s physical capacity at that time. 
Allowing for the price increases that have occurred, a 
figure of $32 billion this year, following an estimate of 
$31.4 billion for 1957, is not in this perspective a token 
of serious hesitation. 


Earlier and Not So Steep 


The charts accompanying this article show that the 
recession in Canada started earlier than in the United 
States and has fallen less far. Its impact has been felt 
more as a change of pace and of expectations, than as an 
emergence of underlying weakness. In the two-year 
period that followed the 1954 recession, nonagricultural 
production increased by 16% in volume, turning, in 
1957, through stability to moderate contraction. The 
factors responsible for this experience originated to a 
significant extent externally, by way of export demand 
and foreign investment in key industries. It was clear 
two years ago that the peak rate of expansion was not 
tenable and that it carried serious inflationary dangers. 


Two Sensitive Points 


The process of leveling off during the past year, how- 
ever, touched the economy at two sensitive points that 
have always been more or less inherent in the pattern 
of Canadian economic development. One of these is the 
structure of costs arising from the magnitude of the 
initial investment required in new resource industries, 
where a weakening of demand and a lower rate of output 
can, while they last, raise unit costs out of all relation 
to normal gains in productivity, thereby becoming a 
critical factor in investment intentions. 

The second sensitive point is the increase of popula- 
tion in relation to new employment opportunities. The 


BUSINESS RECORD 


slowing down of activity last year coincided with an 
extraordinarily large expansion in the labor force, when 
nearly twice the normal annual addition occurred owing 
in part to the very high level of immigration. Conse- 
quently, unemployment reached the highest level since 
before the war, although for the year as a whole the 
number of persons with jobs, as reported in the White 
Paper, rose 135,000 or 2.4%, compared with increases of 
3.7% in 1956 and 2.6% in 1955. 

The following table shows changes in Canada’s gross 
national expenditure over the past three years, illustrat- 
ing the relative motive power of private consumption, 
government expenditure, fixed capital investment and 
exports of goods and services in the country’s total 
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production. The White Paper, from which these figures 
are derived, offers no comparable estimates regarding 
1958 as basis for the expectation that the national 
product will reach $32 billion this year, which must 
therefore be considered by rough judgment of the main 
demand factors. 


Their Dynamic Influence Continues 


The secondary effects on industry and employment of 
capital investment and export activity give these factors 
more weight, in relation to private consumption and 
current expenditure! of governments, than the 1957 
dollar figures would imply. Despite the diminishing 


1 Excluding investment 


The United States and Canada: Some Five-year Comparisons 
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Table 1: Gross National Expenditure’ in Canada, 1955-1957 


Millions of dollars 
eee 


Year-to-year Change 


Estimated 1957 1956 1955 
eet over 1956 over 1955 over 1954 
Amount % Amount % Amount % 
Personal consumption expenditure................ 19,768 1,071 5.7 1233 vfey 1,289 8.0 
Government current expenditure on goods and services 4,207 201 5.0 260 6.9 227 6.5 
Bixedcapitaltinvestments «hires sles ioe ot ectaele fet 8,794 760 9.5 1,790 28.7 523 9.1 
By business—residential construction............ 1,424 —102 — 6.7 148 10.7 151 12.3 
By business—nonresidential construction........ 35233 644 24.9 741 40.1 Ne 10.6 
By business—machinery and equipment......... 2,732 713 2.7 675 34.0 103 5.5 
ByAOVErnMent occ Stee a tates seh ale eteeetae 1,405 145 11.5 226 21.9 92 9.8 
Exports of goods and services............++-+++0+- 6,375 36 0.6 575 10.0 617 12.0 
Tire POTES Of GOOUS) ON SETUVICES . ea « a)s)e essrelsie'« «o\e)2) e120 7,758 61 0.8 1,254 19.5 869 15.6 
Grossmational expenditures. nl. silos sats terete 31,443 4.2 3,112 11.6 2,189 8.8 


1 Excluding inventory change and residual error of estimates 


Source: Derived from Budget Papers presented by the Honorable Donald M. Fleming, M.P., June 17, 1958 


impetus that is apparent from the year-to-year com- 
parisons, the dynamic influence of investment and ex- 
port activity continues. This can be expected to hold 
true for exports—in the aggregate and disregarding the 
very divergent experience of different industries— 
through the present year provided that inventory 
liquidation in the United States leads to some recovery 
rather than further deterioration of business. As regards 
capital investment, however, the component elements 
deserve separate attention. 

The survey of private and public investment inten- 
tions, which was published by the Department of Trade 
and Commerce in March, indicated plans for total 
expenditures of $8.5 billion this year, compared with 
$8.8 billion in 1957, and $8.0 billion in 1956. While last 
year’s total marked an all-time record, it represented a 
carry-over of the momentum generated in 1956, when 
total investment expanded by nearly 30%, and it 
reached its actual peak early in 1957, leveling off there- 
after and declining slightly in the fourth quarter. The 
1958 forecast, which is resurveyed at midyear, therefore 
follows last year’s trajectory of total expenditure on 
new fixed capital. 

A similar continuity from 1957 to 1958 appears in the 
pattern of investment activity in its main sectors. In the 
second half of last year, residential construction, which 
had been checked twelve months earlier by a shortage 
of mortgage money, revived strongly as money became 
available again through the usual channels, augmented 
by an injection of government funds with the added 
encouragement to borrowers of lower down payments 
under the National Housing Act. 

At the same time, while housing was recovering, busi- 
ness expenditures on plant and equipment were falling. 
This contraction persists as the most significant feature 
of the current forecast. 

Indicated capital spending in the forest and mineral 
products sector will fall from $1,077 million estimated 
for 1957 to $656 million; in the fuel and power indus- 
tries, the comparable figures are $1,634 million and 
$1,535 million; and for all other industries (excluding 


commercial, financial, transportation and communica- 
tion services) a decline of capital spending is forecast 
from $1,236 million to $1,126 million. 

In terms of aggregate intentions, business investment 
is expected to fall from 65% of the total program in 1957 
to 59% this year, with housing and “‘social capital”’ ris- 
ing from 35% to 41%. Yet it must be remembered that 
the total program still stands in high figures. If the 
forecast of $8.3 billion this year proves to be accurate, 
it will be only slightly less than last year’s record, and it 
willrepresent more than 25% of gross national production. 


A Useful Shift of Objectives 


At least as much money is therefore expected to be 
spent this year on actual construction. But less will be 
spent than last year on machinery and industrial equip- 
ment. At the present juncture this shift of objectives is 
broadly advantageous to the Canadian economy. Nearly 
half of the new machinery recently installed in Canadian 
plants has been imported. Consequently, the current 
pattern of investment means little or no loss of employ- 
ment, while it relieves Canada’s big trade deficit with 
the United States, as the trade returns are showing, by 
reducing one of its major elements. 

Moreover, the plans for housing, institutional services 
and government projects, together with transportation 
and communication in the business sector, which are the 
areas where 1958 investment intentions exceed 1957 
performance, are much less subject to downward re- 
vision than the plans of the manufacturing and extrac- 
tive industry. They depend primarily on money, labor 
and supplies that are now easily available. Money is 
cheaper than it was a year ago, but the market has not 
yet felt the government’s new cash requirements. So far 
as the federal government is concerned, the merits of 
public investment at this time are acknowledged in the 
budget speech. But when this much is said, the fact 
remains that the program in “social capital” this year 
is not much above the proportions of the average post- 
war year, and reflects a resumption of normal develop- 
ment rather than antirecession strategy. . 
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If export trade and capital investment are considered 
as the dynamic factors in the Canadian economy, 
private consumption expenditure is the sustaining fac- 
tor. It is much the biggest area of the nation’s spending 
in dollar terms, and it accounts for nearly two thirds of 
the total. In 1957, the White Paper shows that the 
amount of money spent on goods and services for per- 
sonal consumption rose by just over a billion dollars, an 
increase of nearly 6% over 1956. This increase was prac- 
tically confined to nondurable goods and services. The 
demand for durable consumer goods as measured in 
money did not rise, and in volume it therefore fell off 
slightly, chiefly reflecting lower sales of cars. The expan- 
sion of consumer debt was notably slower; and it is 
estimated that the volume of voluntary personal saving 
(which excludes changes in farm inventories) rose by no 
less than $320 million, which was 25% above 1956. 


A Staying Power Through 58 


More than half of this billion-dollar growth in con- 
sumption went into higher prices. When allowance is 
also made for the exceptionally large addition to the 
population last year—which the Minister of Finance 
puts at 552,000 and illustrates by the observation that 
only three Canadian cities have populations exceeding 
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half a million—there was no real increase of consump- 
tion per capita. 

Nevertheless it is clear that personal consumption has 
operated powerfully to stabilize the business recession 
in Canada, and that it has mitigated the aftermath of 
the investment boom. It also appears that the pattern 
of consumer expenditure, credit and saving in 1957 im- 
plies continued staying power this year. For Western 
Canada, the situation, following a sharp reduction of 
farm inventories, depends more directly on the grain 
crop, and present crop prospects are doubtful. 


Personal Earnings and Purchasing Power 


Last year’s higher consumption expenditure was sup- 
ported by a parallel rise of disposable personal income. 
The primary factor here, as shown by the White Paper, 
was an estimated increase from $14.7 billion to $15.8 
billion in total wages and salaries, before taxes, on a 
year-to-year basis, but which reached their peak in 
August, 1957. This higher labor income was supple- 
mented by additions of $215 million in income from 
rentals and interest payments, and of over $300 million 
in government transfer payments. The latter were 
largely made up of unemployment benefits and higher 
welfare payments by the federal government, which 


Table 2: Canadian Business Indicators 


industrial Durabl c Mice lester 
ni ustria ura’ es onsumer 0! esale arnings in Unemploy- Tabor Housing Retail 
1 
je aoe 100) jam, 2 (55'50=. 100) fae ne 160) Mole Der : ment? Income’ Starts¢ Sales? 
(35-39 = 100) Hour 

1956 January... 276.2 334.1 116.8 222.0 1.48 3.4 1,123 100.8 1,132.6 
February. . 275.1 334.2 116.4 222.2 1.47 3.5 1,137 113.0 1,121.6 
March..... 281.2 337.0 116.4 223.3 1.48 3.3 1,149 86.8 1,178.3 
April...... 279.7 342.0 116.6 224.6 1.51 3.2 1,166 88.9 1,163.1 
May sti i«. 279.4 345.9 116.6 Q25.4 1.51 3.2 1,175 93.8 1,167.9 
OineA ss sx 287.0 361.1 117.8 226.5 1.52 2.9 1,186 93.1 1,201.7 
July a 288.4 361.6 118.5 226.6 1.53 a7 1,207 89.6 1,180.1 
August.... 286.7 352.4 119.1 227.0 1.52 2.9 1,208 85.4 1,209.0 
September. 289.1 352.5 119.0 227 4 1.52 2.9 1,225 86.2 1,228.0 
October.... 288.6 355.5 119.8 227.0 1.53 2.8 1,230 81.0 1,172.6 
November. 288.4 354.5 120.3 226.6 1.55 3.0 1,236 68.1 1,240.6 
December. . 291.1 354.5 120.4 228.0 1.56 8.2 1,242 71.1 1,240.9 
"wena 290.9 $53.9 120.3 229.2 1.58 3.6 1,247 41.8 1,213.3 
rads Pneat: . 291.9 353.3 120.5 228.2 1.57 3.5 1,257 47.6 1,264.8 
March..... 290.7 346.4 120.5 228.4 1.58 3.7 1,266 67.4 1,289.2 
Aprils ac 287.5 334.5 120.9 228.5 1.59 3.8 1,263 70.7 1,200.0 
MS Vneis,s5 286.7 335.1 121.1 228.0 1.60 Sot 1,274 70.2 1,201.4 
JUHeS ohn. 284.0 335.9 121.6 228.1 1.61 4.0 1,285 80.8 1,214.2 
DULVeRIee. 285.2 328.5 121.9 228.2 1.61 4.2 1,295 71.4 1,159.8 
August.... 284.0 331.8 122.6 227.6 1.60 4.6 1,305 81.6 1,247.9 
September. 282.0 $21.1 123.3 227.0 1.60 5.1 1,300 78.1 1,212.5 
October.... 278.1 320.0 123.4 225.0 1.61 5.3 1,292 92.4 1,173.5 
November. 275.6 324.7 123.3 224.1 1.63 6.1 1,288 , 117.6 1,258.3 
December. . 271.8 807.7 123.1 226.1 1.64 6.6 1,282 132.8 1,229.2 
ieee 276.0 $17.5 123.4 226.8 1.66 6.4 1,283 121.5 1,290.3 
Ya pant 4 QI. 314.8 193.7 927 7 1.64 6.6 1,284 133.0 1,290.4 
March..... Q7A.5 307.3 124.3 228.1 1.65 1 fa 1,295 133.5 1,282.3 
Aprilir. ee -/2 278.5 314.3 125.2 227.9 1.66 6.9 1,304 132.2 1,235.5 

MEY oss. 4 n.d. n.d. 125.1 228.1 n.d. n.d. n.d. 122.4 n.d. 


1 Seasonally adjusted 

2 Seasonally adjusted percentages of unemployed job seekers to total labor force 

3 Seasonally adjusted monthly rate in millions of dollars 

4 Seasonally adjusted annual rate in thousands of units for municipalities of 5,000 and over 


n.a.—Not available 
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Gross Domestic Investment in Canada: 
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together served to compensate part of the decline in 
labor income in the latter part of the year. 

Labor income, comprising wages and salaries, ac- 
counts for about two thirds of aggregate personal 
income. Earnings of self-employed people, including 
farmers, are a much smaller proportion of the total, 
varying from about 12% to 15%. The continued buoy- 
ancy of labor income for last year as a whole partly 
reflects the larger number of paid workers, but more 
than half of the increase is attributed to higher rates of 
pay. Corporation profits before taxes fell, by the same 
token, by nearly $300 million, or 11%. 

Beyond the observation that the flow of total wage 
and salary payments was declining in the latter part of 
1957, although the estimated total for the fourth quarter 
stayed appreciably above the comparable figure twelve 
months earlier, the White Paper throws no light on earn- 
ings and purchasing power thus far this year. 


Principal Indicators Reassuring 


Principal indicators, as shown by the Board’s Cana- 
dian Chartbook for the first few months, are reassuring 
as regards prospective consumer demand. The rate of 
decline in industrial employment has diminished. In 
construction, nondurable manufacturing and mining 
employment, there has been some evidence of stability or 
slight recovery. Unemployment is moving seasonally. 
Average weekly hours of work in manufacturing indus- 
tries have slightly increased since the low point last 
November, and average weekly wages in manufacturing 
have been moving ahead of the comparable figures twelve 
months ago. Total retail sales in the first quarter have 
been consistently ahead of last year on a month-to-month 
comparison. These indications, so far as they go, en- 
courage the expectation that personal consumption will 
at least give the support to the economy that it has 
provided since the downturn occurred, and that it may 
well become a more positive factor before long. 

This expectation is reinforced by the prospective 
position of inventories. While consumption in terms of 
money spent was increasing last year, all classes of 
business—manufacturers, wholesalers and retailers— 
collectively reduced their rate of inventory accumula- 
tion to the pcint of some net liquidation in the fourth 
quarter. The extent of this “swing” from the fourth 
quarter of 1956 is estimated at over $600 million, and it 
has been widely spread. The conjunction of this factor, 
when it has run its course, will add potential strength 
to the prospective forces of demand later this year. 


Some Resulting Conclusions 


This review of three main demand factors in the 
economy, based on the White Paper’s analysis of their 
operation in 1957, can be summed up in the following 
conclusions: (1) that capital investment, with some shift 
of objectives and more ample facilities, will continue to 
exert a powerful stimulus this year regardless of imme- 
diate earnings prospects in industry; (2) that personal 
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consumption is well established on a continuing high 
level of labor income; and (3) that total exports, which 
were put to the test in overseas markets at an earlier 
stage, are probably secure at the present aggregate level 
through 1958 on the assumption that inventory liqui- 
dation in the United States is now slowing down. 


Deficit Size and Composition 


These, then, are the principal features in the pano- 
rama of the Canadian economy that confronted the 
Minister of Finance and his advisers in their respon- 
sibility for the fourth factor: government expendi- 
ture. The critical element is not the total amount of 
current government spending, but the size and composi- 
tion of the deficit. The estimate of $648 million, which 
compares with last year’s deficit of $39 million and may 
turn out to be too low, represents the concluding calcu- 
lation in a process of budgeting by instalments. 

With no present change in the principal tax rates, 
about one fourth of this deficit reflects contraction of the 
tax base—mainly in corporation profits. The rest of it 
comprises the effect of higher welfare payments, initi- 
ated last year, in such federal programs as unemploy- 
ment assistance, old-age pensions, and veterans’ bene- 
fits (as already noted in reference to government trans- 
fers to personal income), coupled with a measure of tax 
relief enacted last December, which is worth about $200 
million to Canada’s taxpayers this year. In short, most 
of the deficit directly represents a widely diffused addi- 
tion to personal incomes in the lower income brackets. 

These figures, being limited to the budgetary esti- 
mates, exclude the customary categories of loan ex- 
penditure, which in the present review have already 
been largely accounted for under the 1958 investment 
program. In all, the Canadian Government expects to 
borrow at least $1,400 million to meet new cash require- 
ments this fiscal year (whereas no new money was bor- 
rowed on balance last year), and these requirements 
will have to be combined with $2 billion of refunding. 


A Decisive Factor 


Although the increase in the public debt will therefore 
be very big by any peacetime standard, a year-to-year 
comparison of Canada’s net debt and of her gross 
national product is cited by the Minister to show that, 
according to his present calculations, the debt ratio at 
the end of the present fiscal year will stand at 37%, 
compared with 63% in 1950 and 113% in 1945. 

At the end of the war, the gross national product in 
current dollars had reached about $12 billion. In his 
expectation that it will reach $32 billion this year, com- 
pared with $31.4 billion estimated for 1957, the Minister 
is therefore following the experience of his predecessors. 
The observations summarized in this article state the 
grounds of this expectation. 

On a longer view, looking ahead to 1959, economic 
conditions in Canada will be increasingly sensitive to 
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conditions south of the border. If the state of business 
and sentiment in the United States should improve by 
the end of this year, incipient recovery in Canada would 
gain added momentum and would be more securely 
founded. On the other hand, if American business ex- 
pectations and markets for Canadian products should 
deteriorate, business in Canada will be economically and 
psychologically vulnerable. In its origin, the recent 
recession in both countries developed independently, 
but in its conclusion the experience of the bigger country 
will be decisive for the smaller. 


Monteatu Doueias 
Barspara HENNEBERRY 


Canadian Office 


Department Stores 


(Continued from page 266) 


shopping centers for department store type of merchan- 
dise. Conversely, small cities where department stores 
fare relatively less well have become more significant 
markets. Cities from 250,000 to 1 million in which the 
market penetration exceeds 40% accounted in 1948 for 
28% of the nation’s total sales of department store 
goods; six years later they accounted for only 23%. 
During the same period, cities with fewer than 100,000 
inhabitants increased their market weight for the same 
merchandise lines from 40% to 45%. Big-store penetra- 
tion in these cities was 30% and less, depending on 
city size. 


North Central States’ Share Smaller 


Whatever trend is discernible in a similar analysis 
based on broad regional shifts of demand again suggests 
a sapping of the big stores’ competitive vigor. The two 
North Central regions, in which such outlets are most 
effective, are declining in relative market significance. 
Last year, they accounted for only 29% of the nation’s 
purchases of department store merchandise as compared 
with 31% in 1948. 

In the meanwhile, the South and the Mountain 
states, areas in which department stores do relatively 
less well than in the nation generally, have increased in 
market significance. New England, an area in which 
department stores experience less-than-average popu- 
larity, has slipped a bit in importance, while the Pacific 
states, relatively favorable ground for the big stores, 
account for a greater share of the market. But these 
latter two regions last year were responsible for less 
than one fifth of the country’s demand for relevant 
merchandise. 

Fasian LinpEN 
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Farm Prices Pass Peak 


the grip of a third postwar recession, agriculture 
has been enjoying relative prosperity. Farmers’ 
realized net income rose to $13.0 billion (seasonally 
adjusted, annual rate) in the first quarter of 1958, nearly 
15% above the fourth quarter of 1957. This is the 
largest quarter-to-quarter rise in five years. Judging 
from the level of cash receipts from marketings in April 
and May, the second-quarter net income figure will be 
near the first-quarter $13-billion level (annual rate). 
Income gains in the farm sector in recent months stem 
largely from price increases for several farm products 
which have been temporarily placed in short supply 
because of unfavorable weather. The over-all index of 
prices received by farmers rose 10% from October, 1957, 
to April, 1958, and remained unchanged in May. A few 
groups of commodities have been mainly responsible for 
lifting the index—poultry, citrus fruits, potatoes, and 
particularly meat animals. By June, fairly sizable de- 
clines in prices of wheat, potatoes and certain other 
vegetables and moderate dips in prices of meat animals 
and some fruits pulled the farm price index 34% below 
the May level. 


W tee MOST of American industry has been in 


Meat Animals, Poultry 


Prices of meat animals climbed steeply from October, 
1957 to May, 1958. Hog prices had advanced 28%; 
beef cattle and calves, 35%; sheep, 14%; and lambs 5%. 
These sizable price rises have probably been the strong- 
est single influence in pushing up the farm price index. 
Meat animals generally account for about 30% of total 
cash receipts from marketings, and carry a proportion- 
ately heavy weight in the total price index. 

The substantial increases in livestock prices are 
caused by cutbacks in marketings. Livestock slaughter 
in the first four months of 1958 lagged 9% behind last 
year. Large feed supplies have made it more profitable 
to keep meat animals on feed rather than to send them 
to slaughter. Also, livestock losses caused by drought in 
some sections of the country last year have led many 
farmers to hold back breeding stock to build up their 
inventory. 

Heavier feed requirements caused by withholding 
livestock from market have raised feed prices in recent 
months above the low levels in the opening months of 
the year. While feed prices in the past three or four 
months have risen faster than livestock prices, a favor- 
able livestock-feed price ratio still prevails. 

Increased marketings of meat animals are expected in 
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the second half of the year. This should be accompanied 
by moderate price cuts. (Prices of meat animals have 
already begun to recede.) According to the Department 
of Agriculture, continued withholding of breeding ani- 
mals for the purpose of augmenting herds will probably 
obviate any considerable increases in supply, and down- 
ward price pressures in the months ahead are accord- 
ingly expected to be relatively mild. 

The more-than-seasonal rise in chicken prices during 
the early months of this year reflect some losses of stock 
caused by cold weather last winter. High prices of red 
meat have increased the demand for poultry and have 
contributed to the strengthening of chicken prices. 


Vegetables 


The Florida freeze in December and January de- 
stroyed sizable quantities of citrus fruits and certain 
vegetables, resulting in price hikes for these crops. Im- 
proved shipments from Florida in the next few months 
should bring down prices of fruits and vegetables from 
their currently high leveis. 

Prices of most other farm products have not enjoyed 
the same buoyancy. The improved income situation in 
the farm sector has thus been concentrated chiefly 
among producers of meat animals, poultry and eggs, 
certain fruits and vegetables, and feed grains. Producers 


Farm Income Is Flattening Out... 


Billions 
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Note: Farm income as shown here is realized net income (gross farm income, less 
production expenses). Data seasonally adjusted at annual rates 
Sources: Department of Agriculture; The Conference Board 
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of wheat and tobacco, for example, have not shared in 
the significant gains made this year in other types of 
farming. 


The Year as a Whole 


While the index of farm prices has already begun to 
decline and further price softening is indicated for the 
second half of the year (with a concomitant ebbing of 
farm income from the level of the first six months), the 
Department of Agriculture reports that realized net 
income of farm operators for all of 1958 may be 5% to 
10% above 1957. The improvement in farm income in 
the past half year implies that price increases more than 
offset reductions in the volume of marketings. As the 
supply of major farm foods has been restricted, demand 
for these products has remained strong despite reduction 
in personal income and nonagricultural employment. 
While slight declines in sales were registered in most 
types of retail stores in early 1958, the food group has 
registered a rise of 8% in sales (of which about three 
fourths represents rising prices) for the first four months 
of this year over the comparable period in 1957. 

Aside from price advances and continued strong de- 
mand for farm products, an important ingredient in the 
agricultural upturn has been a relatively small increase 
in production expenses. Prices paid by farmers rose only 
3% from October, 1957, to May, 1958, compared with a 
rise of 10% in prices received.! As of June, prices paid by 
farmers were still 3% above October, while prices re- 
ceived were up 6%. 

There are other indications of strength in the farm 
sector: 


1 Farm operators’ gains in income from agriculture in 1958 have 
» probably been partly offset by some declines in earnings from off-farm 
sources. While figures on income earned by farmers from nonagricul- 
tural sources are not yet available for the first half of 1958, the 
general business contraction suggests that opportunities for off-farm 
jobs have not been so great as they were a year ago 


JULY, 1958 


277 


e As of January, 1958, farm owners’ assets and 
equities stood at record levels—$188 billion and $168 
billion, respectively. 

e While agricultural exports through March of the 
current fiscal year are off some 15% from the all-time 
peak of the fiscal year ended June 30, 1957, they are 
still running at relatively high levels. Based on the per- 
formance of the first nine months, farm exports in fiscal 
1958 may be around $4.0 billion. This could make the 
year the second highest on record, exceeded only by the 
$4.7-billion total of fiscal 1957. 

e The value of agricultural products going into price 
support during the ten-month period from July, 1957, 
through April, 1958, has declined 10% from the same 
period in 1956-1957. Surpluses of farm products held by 
the government have been materially pared. As of 
April 30, 1958, the Commodity Credit Corporation had 
$7.3-billion worth of farm products in inventory and 
pledged for loans, compared with $8.3 billion in the 
early part of 1957, and the all-time peak of $8.9 billion 
on February 28, 1956. 

Surrey S. HorrMan 
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Business Bookshelf 


Marketing in Canada— The emphasis is on the unique 
characteristics of the Canadian market. Edited by E. J. 
Fox and D.S. R. Leighton. Richard D. Irwin, Inc., 1958, 
Homewood, Illinois, 437 pages. $7.80. 


How To Develop Successful Salesmen—The techniques of 
salesman selection, training and motivation, along with 
other responsibilities of sales management, are discussed. 
By Kenneth B. Haas. McGraw-Hill Book Company, Inc., 
New York, 1957, 289 pages. $6.00. 


A Guide to Graduate Study—This is a comprehensive direc- 
tory of the programs offered by 135 American colleges and 
universities in over 600 fields of study. A special section is 
devoted to the problems of the undergraduate in choosing a 
graduate school, particularly in pursuit of careers in college 
teaching and research. Edited by Frederic W. Ness. Associa- 
tion of American Colleges, Washington, D. C., 1957, 335 
pages. $5.00. 


How To Predict What People Will Buy—A text that explores 
some of the techniques of psychological testing used in the 
field of “motivation research,”’ particularly tests devised to 
select packaging for certain brand commodities. By Louis 
Cheskin. Compiled and edited by Van Allen Bradley. Liveright 
Publishers, New York, 1957, 233 pages. $5.00. 


Antitrust and American Business Abroad—This study fi- 
nanced by the Merrill Foundation and requested by the 
special committee on antitrust law and foreign trade of the 
Association of the Bar of the City of New York seeks to 
determine the extent to which it is wise for the United 
States to try to enforce competition in its foreign commerce 
and provides an analysis of the antitrust laws as applied to 
foreign trade. By Kingman Brewster, Jr. McGraw-Hull Book 
Company, New York, Toronto, London, 1958, 509 pages. 
$12.00. 


Discretionary Income Drops Sharply as Disposable 
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HE CONFERENCE BOARD series on discre- 
tionary income underwent a sharp drop in the first 
quarter of 1958. This measure of purchasing power over 
and above income required for fixed commitments and 
essential outlays declined $5.3 billion, or 5.2%, from the 
fourth quarter of 1957. The decline was much greater 
than for total personal disposable income, which dipped 
$2 billion in the quarter and was down only 0.7% from 
the last quarter of 1957.1 
Preliminary estimates, based on still incomplete data, 
indicate little change in discretionary income from the 
first quarter to the second quarter. While total dis- 
posable income evidently advanced about $2 billion 
(annual rate) in the second quarter, the bulk of this 
increase was apparently absorbed by higher essential 
outlays for food, reflecting higher prices. 


Effect of Drop on Buying 


The large drop in discretionary income in the first six 
mouths of the current recession (that is, the last quarter 
of 1957 and the first quarter of 1958) provides a clue to 
the poor sales performance of automobiles and other 
consumer durable goods, even though personal income 
after taxes has declined only moderately. Between the 
third quarter of 1957 and the first quarter of 1958, per- 
sonal consumption expenditures for durable goods, 
which are largely postponable, declined by 10%; in the 
two previous recessions, during the comparable periods 
the declines were 6% and 7%, respectively. The decline 
of 8% in discretionary income for the first six months of 
the current recession compares with 4.0% in the 1948- 
1949 recession and 4.7% in the 1953-1954 recession. 

The quarter-to-quarter reduction in discretionary in- 

1See The Business Record, May, 1958, for annual data starting 
from 1939, and quarterly data from 1946. Technical Paper Number 
Sia, “Discretionary Income,” provides detailed explanations of the 


Board’s series on discretionary income; it is available on request to all 
Associates, without charge 


Discretionary Income 


Down in First Half 


come reflects a drop of $2 billion in personal disposable 
income, and an increase of $700 million in fixed commit- 
ments, $2.4 billion in essential outlays, and $200 million 
in imputed income. Among fixed commitments, in- 
creases in scheduled repayment of homeowner debt, net 
insurance outlays, and tenant rent and homeowner 
taxes more than offset a decrease in consumer instalment 
debt repayment. Almost all major categories of essen- 
tial outlays also registered advances. Essential food 
expenditures jumped by an annual rate of $1.9 billion, 
largely because of price advances; expenditures for 
medical care and household utilities rose for the same 
reason; essential clothing and transportation outlays 
remained constant. 


*"Real’’ Doilar Decline Greater 


After adjustment for rising prices and growth in the 
population, the decline in discretionary income was 
greater than appears in the current dollar series. Per 


Table 1: Disposable Income, imputed Income, Major Fixed 
Commitments, Essential Outlays, and Discretionary 
Income, 1953-1958, by Quarters 


Billions of dollars; seasonally adjusted annual rate 


Te 

Quarter Disposable | Imputed | Commit- | Essential 
come Income ments Outlays Income 
LOSS —Uers sce 247.9 12.9 50.4 96.8 87.8 
Ric icierere ote 251.0 13.3 51.3 97.4 89.0 
S cys epics 251.7 13.6 2.2 98.4 87.5 
fae Aare 251.0 13.8 53.7 98.1 85.4 
1964—1 05. 252.3 14.0 55.2 98.9 84.2 
Bird Bue oes 252.3 14.0 55.6 99.8 82.9 
Se crevede a> 254.6 14.3 56.6 106.3 83.4 
SOE 258.4 14.3 57.5 100.2 86.4 
1955—1........ 260.1 14.1 58.9 101.0 86.1 
2 Ss torte 267.8 - 14,1 60.3 101.9 91.5 
Sidaucyeccustias 273.2 14.3 62.0 102.8 94.1 
4 oui eee 278.6 14.€ 63.7 103.1 97.2 
1956—1........ 279.6 15.0 64.1 103.8 97.2 
Di eedter 285.8 15.2 67.0 105.5 98.1 
Saptena heron 288.8 15.5 67.7 107.7 97.9 
POE 294.0 15.8 68.3 108.1 101.8 
19ST —Ip mse 296.1 16.0 69.0 108.8 102.3 
2D oa cicelore 300.4 16.0 68.8 110.5 105.1 
SD. na one 303.3 16.4 70.7 112.8 103.4 
AD). saareieies 302.1 16.6 70.5 113.0 102.0 
shetts ctetehe s 16.8 71.2 115.4 oe kines 


p—Preliminary 

Sources: Department of Commerce; Federal Reserve; Institute of Life In . 
Securities and Exchange Commission; Bureau of Labor Statistica; Depattinatt of 
Agriculture; Edison Electric Institute; Tam ConrErEncn Boarp ‘ 
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Table 2: Per Capita Disposable and Discretionary Income 
in Current and Constant Dollars, by Quarters, 
1956-1958 


Per oo Disposable Per Capita Discretionary 
come I 
Year and Quarter ee 


Current 1947-49 Current 1947-49 

Dollars Dollars Dollars Dollars 

1906 H-1 2 Sn esis cs 1,673 1,460 582 505 

SO Peratera ste afk 1,703 1,474 585 506 

Sere ee 1,713 1,464 581 498 

. hs OPERA 1,735 1,473 601 509 

1957—Ip........ L737 1,465 598 504 

Ore aicten ci cit 1,755 1,466 612 512 

OTe cs cet 1,765 1,458 600 497 

A Aiea ch 1,752 ‘1,448 592 484 

1958—Ip........ 1,734 1,413 559 453 
p—Preliminary 


Sources: Department of Commerce; Tor ConFERENCE Boarp 


capita discretionary income, in constant dollars, was off 
6.4% in the first quarter, and fell to the lowest level it 
has reached in the past three and one-half years; the 
drop from the second quarter of 1957, which was the 
high point for the series before the slide began, was 
11.5%. This compares with a decline of only 4.1% from 
the high point in the fourth quarter of 1956 for real per 
capita disposable income. 

The market for consumer discretionary items has 
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Table 3: Discretionary Income ‘and the Discretionary Fund, 
by Quarters, 1956-1958 


Billions of dollars; seasonally adjusted annual rate 


Consumer 

Discretionary Income spaces Discretionary 

Extensions Fund 

"4749 Dollars Current Dollars 

T9GG6—— Th eves dane 84.4 97.2 39.7 136.9 

Yon Heae cae 84.9 98.1 39.3 137.4 

Siwevete ase ee 84.0 97.9 39.9 137.8 

i PR Sabai 86.2 101.8 41.4 143.2 

TOO (Ip ae etrene 85.8 102.3 41.6 143.9 

RD ch eee 87.4 105.1 42.2 147.3 

SD. Weta 85.3 103.4 42.9 146.3 

Leta 83.3 102.0 42.9 144.9 

1958 —U po age sare 78.5 96.7 39.7 136.4 
———————— eee 


p—Preliminary 
Sources: Federal Reserve; Bureau of Labor Statistics; Taz ConrmRencr Boarp 


been constricted somewhat more than the drop in dis- 
cretionary income alone would indicate. The discretion- 
ary funds available for such expenditures (discretionary 
income plus new instalment credit extensions) dropped 
$8.5 billion in seasonally adjusted annual rates between 
the fourth quarter of 1957 and the first quarter of 1958. 


Wii B. Franxiin 
Division of Business Analysis 


Business Bookshelf 


Essays in the Theory of Economic Growth—These nine es- 
says present econometric models that apply the rate of 
growth as an analytical device to economic problems such as 
the national debt, capital expansion and accelerated depre- 
ciation. By Evsey D. Domar. Oxford University Press, New 
York, 1957, 272 pages. $4.50. 


Safe Management of Pension and Welfare Funds— These 
papers, which were read at a conference conducted by the 
Institute of Management and Labor Relations of Rutgers 
University, deal with the attitudes of labor, management 
and government toward some of the problems arising from 
the administration of pension and welfare funds. Edited by 
Irvine L. H. Kerrison. Rutgers University, New Brunswick, 
New Jersey, 1958, 54 pages. (no price stated). 


The Affluent Society—Economist Galbraith, in the role of 
social philosopher, discusses the problems created by man- 
kind’s initial venture into opulence, with a view to resolving 
the illogic of a situation in which we produce too little 
because we can produce too much. By John Kenneth Gal- 
braith. Houghton Mifflin Company, Boston, Massachusetts, 
1958, 868 pages. $5.00. 


The Dynamics of Economic Growth: The American Economy, 
1957-1975—An expanded and updated edition of the 
author’s previously published general outlook containing 
new data and projections. By Charles F. Roos, The Econo- 
metric Institute, Inc., New York, 1957, 389 pages. $10.00. 


Housing: A Factual Analysis—An assembling and summariza- 
tion of materials relating to the demand for and supply of 
housing: home financing, housing design, rural housing, 
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urban renewal, and the government’s role in home building. 
By Glenn Beyer. The Macmillan Company, New York, 1958, 
355 pages. $8.95. 


Practical Plant Protection and Policing—A study of the re- 
quirements for business and industrial security protection, 
with recommended methods of application. By B. W. 
Gocke. Charles C. Thomas, Springfield, Illinois, 1957, 149 
pages. $4.50. 


America’s Next Twenty Years—A collection of essays on 
major trends that will affect American business and the 
American society over the next two decades. Among the 
subjects discussed are the labor supply, automation, the 
emergence of a prevailing management class, the supply of 
raw materials, and financing of future educational require- 
ments. By Peter F. Drucker. Harper & Brothers, New York, 
1957, 114 pages. $2.75. 


Marketing Behavior and Executive Action—This text pre- 
sents the author’s “theory of market behavior” and sug- 
gests ways by which the marketing executive can apply the 
theory in developing his plans and in making decisions. By 
Wroe Alderson. Richard D. Irwin, Inc., Homewood, Illinois, 
1957, 487 pages. $8.40. 


Rich Lands and Poor: The Road to World Prosperity—The 
author, a recognized international expert, examines the 
causes of international inequity and its tendency to increase, 
and then discusses how the gap between developed and 
underdeveloped countries can be narrowed. By Gunmar 
Myrdal. Harper & Brothers, New York, 1957, vol. 16, 168 
pages. $3.00. 


Executives Express 


MIXED OPINIONS ON FOREIGN TRADE PROGRAMS 


affected by past and potential changes in world 

trade patterns are naturally outspoken regarding 
American foreign trade policies. But most of the 162 
manufacturing companies cooperating in this month’s 
survey of business practices believe they have only a 
minor stake in foreign trade and seem fairly uncon- 
cerned about impending developments. 

Only one in four of these companies has export sales 
to countries other than Canada that total more than 5% 
of its domestic production. One in three says that 
its exports are negligible. On the average, the ratio of 
exports to domestic production is about the same for 
these cooperating companies as it was five years ago. 
But 40% believe that their export ratios will increase in 
the next five years. 

Similarly, over two thirds of these companies derive 
little or no income from foreign manufacturing or 
licensing, although more than half expect that it will 
account for a higher percentage of their total net income 
five years hence. 


(CU stezet by and industries that have been most 


Jealous of Home Market 


When foreign trade is viewed from the import side, 
70% of these companies bring in little or none of their 
raw material and component requirements, while only 
one in ten imports as much as 10% of its needs. 

The point of greatest concern to cooperating firms is 
the effect of foreign competition on domestic markets. 
A few cooperating companies say that foreign competi- 
tion has absorbed as much as 50% of the total domestic 
market for some of their products. Even in cases where 
the penetration amounts to as little as 5%, there is con- 
cern because lower-priced foreign goods can unsettle the 
market for domestic goods, especially if the latter are in 
oversupply. Also, some companies that are not much 
affected by import competition now are concerned that 
a further lowering of tariff barriers may greatly increase 
foreign competition in domestic markets. 

Foreign competition is being increasingly felt in over- 
seas markets, principally from German, British, Japa- 
nese and Italian manufacturers. However, the cooperat- 
ing companies are not much concerned about the 
ultimate impact of the European Common Market and 
do not expect Russia’s expanded interest in foreign 
trade to have an early or drastic effect on their competi- 
tive position in foreign markets. Foreign exchange prob- 
lems and the rise of nationalism are seen as graver 
threats to some world markets. 


Perhaps as a result of America’s long history of 
producing for export as contrasted to the more recent 
popularity of overseas manufacture or licensing arrange- 
ments, many respondents think of their foreign trade 
interests only in terms cf exports. This viewpoint is also 
encouraged by the fact that export operations are more 
directly affected by such developments as the reciprocal 
trade agreements and the European Common Market 
than are foreign manufacturing and licensing. The im- 
portance of their foreign trade interest is further mini- 
mized in the eyes of some respondents by the fact that 
much of the profit being realized from overseas plants 
and licenses is being reinvested abroad and hence is not 
reflected in their annual earnings reports. 


Direct Exports from United States 


Only one in four of the cooperating companies reports 
non-Canadian export sales totaling more than 5% of 
its total domestic production. One in three of the 
companies reports that it does no exporting, or that its 
exports to countries other than Canada are “insignifi- 
cant,” “negligible” or equal to less than 1% of its 
total domestic output. The remaining companies (ap- 
proximately 40% of those replying to the question) say 
that non-Canadian exports account for between 2% and 
5% of their total domestic output. 

The export percentages are generally lower for com- 
panies producing textiles, paper, and other nonmetal 
goods than for those manufacturing metal products such 
as machinery, office equipment and household appliances. 

In the nonmetal group, the highest export percent- 
ages (25% and 15%, respectively) are reported by com- 
panies producing inorganic and organic chemicals. In 
the metal goods category, the highest export percent- 
ages are reported by a manufacturer of instruments and 
controls (90%-92%) and three companies in the 
specialized industrial machinery group (50%, 42% 
and 40%). 

In comparing current export percentages with those 
of five years ago, approximately one in four respondents 
notes a decrease in the proportion of domestic output 
sold abroad. For example, a metal-working machinery 
firm that once exported about 30% of its output now 
exports less than 5%. 

On the other hand, one in three survey participants is 
exporting a somewhat larger proportion of its domestic 
output. The remaining companies (around 40%) find 
that their export percentage is about the same today as 
it was five years ago. 
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Both domestic and export sales have expanded greatly 
for most companies during this five-year period, so that 
companies shipping a constant or even a declining pro- 
portion of their output overseas have often realized 
substantial gains in total export volume. 

In some instances, and notably in the case of office 
equipment manufacturing, decreases in the export per- 
centage have occurred because more and more foreign 
markets are being served from overseas manufacturing 

- plants. 

Looking io the future, the majority of the responding 
companies see no likelihood that the fraction of their 
total output shipped abroad will increase over the next 
five years. Some 40%, however, expect the export per- 
centage to rise. Included in the latter group are two 
of the three rubber products firms cooperating in 
the survey and both of the refrigeration machinery 
companies. 


Foreign Manufacturing and Licensing 


Over two thirds of the companies participating in the 
survey derive no income from foreign manufacturing or 
licensing arrangements. Of the fifty companies that do 
receive income from these sources, only ten indicate that 
it represents as much as 10% of their total company 
earnings. 

The fact that most companies reinvest or retain a 
portion of their foreign earnings overseas and report as 
income only the amounts remitted to this country in the 
form of dividends or royalties makes it difficult to 
evaluate or compare the percentage figures reported by 
individual companies. A producer of industrial machin- 
ery, for example, explains that its subsidiaries “have for 
the past five years been utilizing their earnings in 
modernization and plant improvement programs. It is 
now expected that reasonable returns will be received 
from these operations in the future.” 

More than half of the companies giving income infor- 
mation attribute less than 3% of their total company 
income to foreign manufacturing or licensing operations. 
The highest percentages are reported by an oil company 
(66%) and a chemical company (52%). 

As between the metal and nonmetal industry groups, 
a somewhat higher proportion of the latter report in- 
come from foreign manufacturing and licensing. How- 
ever, the percentages of total company income derived 
from these activities run about the same for both groups. 

More than half the survey participants say that there 
has been no significant change over the past five years 
in the proportion of their total income represented by 
foreign manufacturing and licensing. About one in three 
reports an increase, and one in ten a decrease, in the 
proportion of total income attributable to these 
activities. 

On the other hand, in contrast to the static outlook 
generally reported for exports, over half (56%) of those 
companies reporting expect some increase during the 
next five years in the relative contribution of their 
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foreign manufacturing and licensing operations to their 
total net income. 


Reliance on Imports 


Relatively few of the cooperating companies import 
a substantial share of the raw materials and components 
used in their domestic production. Of the companies 
supplying information on this point, only one in ten 
imports as much as 10% of its total United States re- 
quirements. Twenty per cent import from 1% to 10%, 
and the remaining 70% say they import “none,” 
““nsignificant amounts,” or less than 1% of their total 
United States requirements. 

The companies relying most heavily on imports are 
concentrated in such nonmetal industry groups as 
organic chemicals, food and beverages, and textiles. The 
highest import percentages reported in the metals 
grouping are 20% for an electrical equipment company, 
and 15% for a hardware firm. 

The majority of the reporting companies have neither 
increased nor decreased their reliance on imports over 
the past five years. About one in six imports a larger 
portion of its total materials and components, while one 
in ten imports a smaller portion of its needs. 

With the exception of a few companies (including 
several in the inorganic chemicals group), the reporting 
companies do not foresee any prospect of growing de- 
pendence on imported materials and components over 
the next five-year period. 


Reasons for Importing 


Those cooperating companies importing a share of 
their raw materials and components were also asked to 
indicate whether these imports are (1) essential to their 
production or (2) simply favored over domestic supplies 
because of cost or quality. Over half of those replying to 
this question state that the imported materials or items 
are “essential,” usually adding the explanation that 
they are not produced in the United States at all, or 
not in the quantities or qualities necessary for the 
manufacturer’s needs. 

For example, an electrical industrial equipment firm 
states that it imports about 20% of its major raw mate- 
rials, which are copper, lead and crude rubber, explain- 
ing that ‘“‘these materials are not produced in large 
enough volume domestically, and we estimate that im- 
ports will increase over the next five years.” 

Favorable labor costs and foreign patents are other 
reasons given for importing fabricated or finished com- 
ponents for use in domestic products. The head of a 
firm making specialized industrial machinery, for ex- 
ample, says this about its imports of components: 


“We have no specific plans to increase imports over the 
next five years, but it is a question that will receive serious 
consideration. Both cost and quality would be reasons for 
adopting a policy of importing components. Items for con- 
sideration will be small finished components of an expend- 
able nature (i.e., parts which customers expect to use up in 
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production, such as small tools, grinding wheels, etc., in 
metal working). These items contain very high labor factors, 
particularly accurate bench finishing, which is notoriously 
expensive here. A primary factor is the difficulty of training 
replacement workers, as few young people are interested in 
bench work.” 


A radio company executive says his firm may buy 
some German resistors in the future, but not enough to 
affect the import percentage. “Overseas sources of sup- 
ply for us are not reliable from the standpoint of deliv- 
ery, repairs, and replacements,” he explains. ““We much 
prefer domestic sources, and will buy from foreign sup- 
pliers only if they have an unusual patentable idea not 
available in this country.” 

An office equipment company foresees the possibility 
that it may in the future import some component parts 
from its foreign subsidiaries, explaining that “any such 
arrangements will be principally to satisfy balance of 
payment conditions in other countries.” 


Foreign Competition in Domestic Market 


Less than two thirds of the companies participating 
in the survey attempt to estimate the share of the 
domestic market potential for their products that is ob- 
tained by foreign companies. Those that do voice an 
opinion are in substantial agreement that foreign com- 
petition has been increasing over the past five years. 
However, only 16% of these respondents think that 
their foreign competitors obtain more than 5% of the 
domestic market at the present time. Almost 40% indi- 
cate that the share of the market served by foreign 
companies is “none,” “negligible,” “unimportant,” or 
under 1% of the total. 

Significantly higher percentages are reported by co- 
operating companies from a few industry groups, such as 
office equipment, nonferrous metals, and _ textile-mill 
products. All six respondents in the office equipment 
category report increased foreign competition in the 
domestic market, and one describes the percentage cur- 
rently obtained by its foreign rivals as “alarming.” One 
manufacturer of office equipment reports that “the 
foreign (mainly German) share of domestic sales has 
risen from nothing to nearly 15% in the past five years, 
and will probably increase. The chief competitive fea- 
ture is low price.” 

Another respondent says that the foreign share of 
domestic sales of three kinds of office machines has 
climbed from 0%, 4% and 7% to 12%, 24% and 25%, 
respectively, over the five-year period. 

A nonferrous metal producer reports that the share of 
the market enjoyed by foreign competitors, chiefly 
Japanese, has risen from virtually nothing to over 30% 
in the past five years. 

Four of the ten companies producing general indus- 
trial machinery report an increase in foreign competition 
in the domestic market, but only one of them estimates 
that its foreign competitors obtain more than 5% of the 
total domestic sales of its own types of products. 


A number of companies are disturbed by the inroads 
foreign competitors are making in one particular prod- 
uct, even though they are experiencing little or no 
foreign competition in their other product lines. 

Much of the concern expressed does not relate to 
existing levels of competition but to possible future de- 
velopments. A manufacturer of electrical industrial 
equipment, for example, is worried because foreign com- 
petitors are beginning to sell wire and cable in this 
country, particularly to government-owned utilities. 
“The total is at present an insignificant amount of the 
over-all volume of wire and cable,” he explains. ““How- 
ever, a substantial amount of power cable has been sold 
to West Coast utilities. This exploitation is largely by 
English competitors, and could attract German, French, 
and Italian competition. With labor rates one quarter of 
what they are in this country, foreign products in this 
field are sold at less than domestic cost. Unless proper 
protection is given by the government, domestic manu- 
facturers will suffer considerable losses.” 

Other respondents apprehensive of growing competi- 
tion from abroad include some in the blast furnace and 
steel mill group that find increasing competition from 
Belgium, Luxembourg and Japan, and a rubber prod- 
ucts company that is experiencing “‘substantial”’ compe- 
tition from Caribbean companies, some of which, it 
notes, are subsidiaries of domestic rubber companies. 


Foreign Competition Abroad 


Survey participants report that while there is an in- 
crease in foreign competition around the globe, it is 
particularly severe in Latin America. Approximately 
40% of the respondents mention that area as one in 
which they are experiencing stronger competition from 
European and other foreign producers. 

Next to Latin America, they find the markets of 
Western Europe most affected. However, there is little 
agreement among participants as to the countries in 
which the worst pressures are being felt. All countries in 
the European Common Market are listed, with Italy, 
Switzerland and Germany singled out by a number of 
respondents. 

More than half the companies experiencing increased 
competition ir foreign markets name Germany as the 
country mainly responsible. Ranking next in the fre- 
quency with which they are named in the survey are the 
United Kingdom, Japan and Italy. 

The areas and sources of increased foreign competi- 
tion differ somewhat, of course, for companies in differ- 
ent industry groups. Office equipment firms, for ex- 
ample, report increased competition in the Far East, as 
well as in Latin America and Western Europe, with the 
challenging countries including Sweden, Switzerland, 
West Germany and Italy. 

A producer of automotive parts finds competition 
growing in many markets, “the most significant of 
which are northern Europe, Western Germany, France, 
Italy, South Africa, Latin America and Japan. India is 
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virtually a lost market. Local producers have given 
most competition in Japan, Italy, France and India. In 
the European and South African markets, competition 
originates most strongly from Western Germany and 
England. The difficulties in Latin America are prin- 
cipally due to lack of exchange, and purchases are being 
made from whatever source available exchange permits.” 

A number of respondents recognize that some of the 
competitive pressure in foreign markets is tied to dollar 
shortages, and the desire on the part of many countries 
to achieve economic self-sufficiency. Others note the fact 
that much of their competition in foreign markets 
emanates from United States competitors, or from local 
concerns that are partially or wholly owned subsidiaries 
of American companies. 

The following comments direct attention to these 
factors: 


“We have met increased competition in foreign markets 
from foreign competitors, but our great difficulty lies mostly 
in the shortage of dollar exchange and in foreign govern- 
ment exchange restrictions.” (Teztile-mill products) 

* * * 

“Generally speaking, we are encountering steadily in- 
creasing competition in all foreign markets, and it is par- 
ticularly severe in Latin American countries. Such competi- 
tion comes mainly from competitors in this country, 
Germany, and local establishments. With each country try- 
ing to become more and more self-sufficient, local manufac- 
ture, we believe, will be the growing competitive influence 
on our foreign trade activities.” (Teztile-mill products) 

* * * 

“Competitive conditions for foreign markets are depend- 
ent on the availability of dollar currencies. Additionally, 
when such funds are available, domestic manufacturers are 
offering the major portion of competition.” (Industrial 
machinery—general) 


Extension of Trade Agreements 


The mixed and divergent foreign trade interests of the 
cooperating companies are reflected most clearly in their 
reactions to the proposed extension of the reciprocal 
trade agreements program. Those respondents that fear 
or have experienced increased competition in the domes- 
tic market are mildly, moderately, or violently opposed 
to the extension of the program in a form that would 
permit any further lowering of tariff protection on their 
products. However, they constitute a minority of the 
companies cooperating in the survey, and by and large 
are companies that, having no positive interest in 
foreign markets, see no “reciprocal” advantages to be 
gained from further progress toward a free-trade 
economy. 

A few companies cite facts and figures to support 
their claim of past injury resulting from implementation 
of the trade agreements program. Many others point to 
the lower labor costs enjoyed by their foreign competi- 
tors as reason for continued or higher protection of their 


products. 
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Not infrequently, respondents admit that foreign 
competition is not yet a significant factor in the 
domestic market, but maintain that any lowering of 
protection would “swamp” them with cheaply made 
foreign goods, force them to eliminate certain product 
lines, or force them to move their productive capacity to 
a foreign country where labor costs are lower. 


A manufacturer of nonferrous metal products writes: 


“Our company and our industry will be affected seriously 
by any lowering of trade barriers between European coun- 
tries and our own. Producers abroad can obtain their raw 
materials at prices as low as or lower than ours, while their 
labor costs are approximately 25% of ours, except in Japan 
where they are less than 10% of ours.” 


Another company in the same industry group says: 


“Extension of the reciprocal trade agreements without 
other safeguards for American industry will inevitably re- 
sult in a continued and increasing loss of the American mar- 
ket to foreign competition. The countries comprising the 
European Common Market now have import restrictions 
which make it impossible for us to export our product to 
them, so there is nothing ‘reciprocal’ about the situation.” 


Nearly all the respondents in the blast-furnace and 
steel-mill group say that their home market would be 
harmed by an extension of the reciprocal trade agree- 
ments program. This view is shared by several producers 
of industrial machinery, including a respondent writing 
for an electrical equipment firm who says: 


“The extension of reciprocal trade agreements, the 
European Common Market, and the Soviet Union’s pro- 
grams will all prove harmful by letting in cheaply made for- 
eign goods. If foreign competition continues to absorb an 
increasing portion of business in power cables, our most 
profitable item, the impact on the industry can be disas- 
trous. Probably the only recourse would be to establish 
foreign plants. Such a course would undoubtedly cause 
much unemployment in this country. 

“Generally speaking, it is almost impossible to export 
highly engineered electrical products to any of the major 
industrial countries. Their policies practically exclude our 
exports even if we were in a position to compete. We take a 
dim view of the Federal Administration’s proposals for free 
trade. 75. aha 


A producer of inorganic chemicals is concerned about 
the future effects of lowered tariffs, as follows: 


“We do not have significant competition from other coun- 
tries in domestic markets at this time. We never considered 
the tariff protection we enjoy as completely adequate from 
the standpoint of affording protection from foreign manu- 
facturers, and I believe there have been two 5% reductions 
in recent years. Further reductions in the import duty will 
certainly arouse the interest of foreign manufacturers in 
serving the United States market and could consequently 
result in ruinous competition.” 


The majority of cooperating companies, including 
almost all those exporting a portion of their domestic 
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output, are more optimistic or philosophical about the 
effects of an extension of the trade agreements program 
on their domestic operations. At the same time, they 
foresee very positive advantages to their foreign trade 
operations from continuation of the program. The fol- 
lowing comments, from a wide range of industry groups, 
are typical of many: 


“We cannot perceive any significant effect on our domes- 

tic operations from reciprocal trade.’ (Chemicals—organic) 
* * * 

“An extension of the reciprocal trade agreements would 
have virtually no measurable short-term impact on our 
domestic business. On the other hand, to the extent that the 
agreements tend to strengthen the economies of other 
nations, their extension could lead ultimately to broadened 
foreign market opportunities.”’ (Construction materials) 

* * * 

“Any crippling of the reciprocal trade agreements act 
will definitely and very seriously harm our export markets.” 
(Industrial machinery—general) 

* * * 

“Extension of the reciprocal trade agreements act would 
benefit our exports and improve overseas climate for our 
foreign investments. It will have little or no effect on our 
domestic sales.” (Hardware) 

* * * 

“A substantial portion of our present foreign business has 
been obtained through favorable trade conditions arising 
from the reciprocal trade agreements program.” (Instru- 
ments, controls and apparatus) 

x ok * 

“{Extension] will improve the market for our products by 
making more dollars available to our customers through 
United States imports of their countries’ products.” (Indus- 
trial machinery—general) 


Despite lack of agreement about the effects of an 
extension of the trade agreements act on their domestic 
markets, there is substantial agreement among the re- 
spondents that extension of the program will enlarge the 
export potentials for their own and other United States 
products. 

Some of those that are doubtful about an actual 
increase in their export volume nevertheless feel that a 
failure to extend the program would provoke retaliatory 
action on the part of foreign governments that might 
reduce their present level of exports to important over- 
seas markets. 

A number of cooperators favor extension of the trade 
agreements as a desirable long-range approach to more 
international trade even though they anticipate no 
immediate or direct effects on their own operations. 
This attitude is disclosed in such comments as the 
following: 


“While there is no direct benefit to our company to be re- 
ceived at the present time from the extension of reciprocal 
trade agreements, we do feel very strongly about the impor- 


tance of continuing this program. . . . The possibility does 
exist that reciprocal trade agreements would be of direct 
benefit to us in the future.”’ (Office equipment) 


* * * 


“We believe that extension of the reciprocal trade agree- 
ments act is essential to a continuation and growth of our 
overseas business. Foreigners must be able to earn dollars if 
they are to purchase machinery from us.” (Industrial 
machinery—specialized) 


European Common Market 


There is surprising unanimity as to the probable 
effects of the European Common Market. Respondents 
write (1) that it will have an adverse effect on United 
States exports to that area; (2) that this effect can be, 
and will have to be, countered by arrangements for the 
manufacture of United States products within that area; 
and (3) that the implementation of the program will 
have little or no immediate effect on the United States 
domestic market. 

Individual reactions to these expected effects differ, 
depending on the company’s present relationship with 
European markets, Those companies that have no 
significant stake in European markets appear generally 
neutral or indifferent. 

Companies that already have manufacturing plants 
or licensing arrangements in one or more of the member 
countries look forward to a greatly broadened market 
area, and a protected position behind the common 
tariff wall. Their comments reveal at least a lack of 
concern, and often general satisfaction, about the future 
development of the common market plan: 


“We are not particularly worried about our European 
market because we have a subsidiary plant in Germany and 
an associated plant in Great Britain.” (Industrial machinery 


—general) 
* * * 


“We are currently in the process of attempting to assess 
the effects of the European Common Market on cur domes- 
tic and foreign business. Our surface impression is that, over 
the long range, implementation of the Common Market 
will adversely affect our export business but may offer ad- 


vantages to our overseas operations.” (Construction 
materials) . 


* * * 
“Exports from the United States will be affected by the 
European Common Market, but we will offset this to some 


degree by selling goods manufactured in our European 
plants.” (Rubber products) 


Those companies that have no manufacturing facili- 
ties or licensing arrangements within the Common 
Market boundaries see the handwriting on the wall, and 
are in many instances already resigned to the necessity 
of shifting from exports to overseas production in order 
to maintain or extend their sales in these countries. 
Here are typical comments from companies in this 
situation; 
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“The European Common Market will make licensed 
manufacture of our products within this market a pre- 
requisite for doing business there. We believe, however, that 
it will also have the effect of expanding this market through 
more rapid economic growth of the countries involved. We 
are currently working toward arrangements for a licensed 
manufacturer within the European Common Market.” 
(Chemicals—inorganic) 

* * * 

“The European Common Market will have an adverse 
effect on our exports from the U.S.A., but it will create a 
large marketing area that we intend to serve from overseas 
manufacturing facilities. The Common Market will have 
little or no effect on our domestic sales.” (Hardware) 

* * * 


“The European Common Market will increase the de- 
mand for our type of products in the European countries 
involved. We shall obtain more royalties from our European 
licensees and probably make more sales of made-in-U.S.A. 
products.” (Industrial machinery—general) 


* %* * 


“The European Common Market may affect the market- 
ing operations of our subsidiaries in this area, but it should 
not result in any particular change in our world-wide sales 
or profit picture.” (Chemicals—organic) 

* %* * 


“We believe that the development of the European Com- 
mon Market will have very important effects upon the 
operations, sale and production of our German factory. After 
the establishment of the European Common Market, our 
German factory will be able to export in substantial volume 
to several countries in Europe, and notably France, from 
which we are now completely excluded.” (Instruments, con- 
trols and apparatus) 

x * 

“The European Common Market should not be detri- 
mental to the domestic market. It will disturb our overseas 
business over the short range, and it will require a realign- 
ment of our policy to meet long-range effects.” (Instruments, 
controls and apparatus) 

* ok x 

“Evolution of the European Common Market presents 
prospects of increased competition for many of our present 
exports to Europe and to other market areas, especially 
Latin America, from European suppliers whose competitive 
position in world markets should be enhanced by elimina- 
tion of less efficient production units. On the other hand, we 
envisage a gradual establishment of a European market 
capable of sustaining large-scale manufacture, and are 
therefore studying the possibilities for the manufacture of 
various products in Europe.” (Chemicals—organic) 


A few companies that have manufacturing facilities in 
England but not on the Continent hope that they will 
benefit from the creation of a European free-trade area, 
as witness the following statements: 


“We are not sure exactly of the effect the European 
Common Market will have on our foreign operations but, 
if it is accompanied by a free-trade area, we expect that our 
manufacturing facilities in the United Kingdom will find a 
larger European market than would otherwise be true.” 
(Industrial machinery—specialized) 
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“Tf England should become a part of the European Com- 
mon Market, we shall benefit through our British subsidi- 
ary. Otherwise, we shall be practically eliminated from the 
market unless we locate manufacturing facilities within one 
of the participating countries.” (Office equipment) 


U.S.S.R.’s Trade and Assistance Program 


Survey participants express serious misgivings about 
the long-term political and economic effects of the 
foreign trade and aid program of the U.S.S.R., but few 
of the respondents expect it to have any immediate or 
direct impact on their own operations or competitive 
position. 

The prevalent opinion is that Russia will direct its 
trade and assistance program toward economic warfare 
and political ends, and that it will support its export 
trade with government subsidies, long-range credits, 
foreign exchange controls, and any other measures it 
thinks will advance its over-all objectives. 

Fully aware of the hazards of such subsidized compe- 
tition, many of the cooperating companies take some 
comfort in the belief that the competition will for at 
least some years be on a limited scale, and that it will be 
confined to relatively few markets and types of products. 
Others feel that it may cause internal strains and shifts 
within the Russian economy that may, in turn, ease the 
cold-war tensions now impeding the development of 
freer world-trade relationships. These views, and the 
general attitude of watchful waiting expressed by survey 
participants, are revealed in comments such as these: 


“The U.S.S.R.’s foreign trade and assistance program 
will vacillate with political expediency and, should the pro- 
gram be expanded for the purpose of economic warfare, 
private United States industry would find it virtually im- 
possible to meet the competition. Either a revolution or a 
lessening of the cold war could, however, see the U.S.S.R. 
cutting back on its assistance, and consuming more of its 
goods and services at home, because of the political nature 
of its economic activities. We can’t measure its effect on our 
markets without resorting to assumptions that we are un- 
qualified to make.”’ (Blast furnaces and steel mills) 


* * * 


“The economic consequences of the U.S.S.R.’s aggressive 
foreign trade program, designed as it is to draw under- 
developed nations into the Soviet sphere of influence, 
could be extremely severe, not only for our company and 
nation but for all the free world.” (Construction materials) 


* * * 


“Russia through its foreign trade program will maintain 
steady pressure on our foreign aid and foreign loans efforts. 
The combination of our program and Russia’s will tend to 
make the countries receiving aid more independent both in 
terms of the need for goods and their ability to pay for 
them.” (Blast furnaces and steel mills) 


* * * 


“T think that the U.S.S.R.’s foreign trade and assistance 
program will not have much effect on our own operations 
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particularly, but that it will be used as an instrumentality 

which can have repercussions on the extension of our foreign 

trade. It is also for this reason that I believe the European 

market should be fostered.”’ (Apparel and related products) 
* * * 

“We do not believe that the U.S.S.R.’s foreign trade and 
assistance program will have any effect on the markets 
we serve.” (Chemicals—inorganic) 

* * * 

“U.S.S.R.’s foreign trade assistance program will have 
little short-term effect on our operations. Over the long- 
term, that country’s overseas gains might reduce the market 
for United States goods of all types.” (Petroleum refining) 

* * * 

“We do not believe that the foreign trade and assistance 
program of the U.S.S.R. will have much effect unless it is a 
lot better and a lot larger than it is now.” (Teztile-mill 


products) 
x ok * 


“The U.S.S.R.’s foreign trade and assistance program 
should help all of us in this way: (1) force their hand in com- 
petition for quality of production and (2) impose a greater 


internal burden on her war potential.” (Food, beverages and 
kindred products) 


The underdeveloped areas of Asia and the Middle 
East will, in the opinion of several respondents, be the 
principal target of Russian trade and aid efforts. As one 
machine-tool producer points out, in the past these have 
been relatively unimportant markets for United States 
exports as compared with European countries, including 
Russia and her satellite nations. 

“No great influence will be felt from this program,” 
writes this company, “‘since the countries receiving aid 
from the U.S.S.R. are mostly countries that have been 
the weakest buyers of our products. The satellite na- 
tions were fairly good customers before and during the 
war, and Russia herself was one of our best machine-tool 
customers. The loss of this market is more the result of 
Russia’s tron curtain than of her foreign trade and 
assistance program.” 

Other respondents fear that Russian competition will 
be troublesome in Central and South American coun- 
tries, which have been good markets for United States 
companies. Manufacturers of heavy industrial equip- 
ment and basic raw materials are more generally con- 
cerned about the near-term effects of the Soviet trade 
drive than are the manufacturers of consumer goods and 
the makers of machinery to produce consumer goods. 
Says a radio manufacturer: 


“Russian activities do not appear to offer real competition 
in our industry at this time or in the near future, since we are 
not in the heavy goods industry, although we do follow the 
general capital goods cycles.” 


“The Soviet Union’s foreign trade and assistance pro- 
gram has not affected us,” writes a textile machinery 
manufacturer, “since that country has practically no 
textile machinery industry.” And an executive of an 
office equipment firm does not foresee that the U.S.S.R. 


foreign trade and assistance program will affect his, 
company’s business, “‘since the U.S.S.R. is not, to datem 
at least, an important manufacturer of office and busi- 
ness equipment.” 

A small minority of the survey participants are ' 
already feeling the pressure of Soviet competition in 
some market areas. A producer of metal products _ 
writes that the “U.S.S.R.’s foreign trade program has 
already blocked us out of Egypt and Syria, former — 
markets of ours, and is probably going to affect our 
business in Argentina.” 

Several inorganic chemical producers are also appre- 
hensive. One firm that expects its foreign sales to 
be adversely affected notes that, with her sulphur re- 
serves, Russia ‘“‘may tie in sales of sulphur with chemical 
plant sales, as well as use currency balances to divert 
buying away from traditional Western suppliers.” 

A number of cooperators discount the likelihood that 
they will be affected by exports from the U.S.S.R., and 
are more concerned about a resurgence of export activ- 
ity by competitors in East Germany, Poland, and 
Czechoslovakia. A large chemical company, for ex- 
ample, questions whether the U.S.S.R. has available for 
export the kinds of products that would be competitive 
with its own: 


“We feel that the U.S.S.R.’s foreign trade and assistance 
programs will not have any appreciable direct effect on our 
domestic and overseas markets in the foreseeable future. 
We have little evidence that the U.S.S.R. has available for ¢ 
export, or has exported if available, products competitive 
with ours; we have, however, met sporadic competition 
from East Germany, Poland and Czechoslovakia in a few 
product lines.” 


A machinery manufacturer writes: 


“We are not affected by Russia’s foreign trade program, 
but are expecting renewed competition at any time from an 
important foreign competitor located in the eastern zone 
of Germany.” 


According to an office equipment manufacturer, 
“U.S.S.R.’s foreign trade assistance program is making 
competition with office equipment manufactured in 
East Germany and Czechoslovakia that much more 
intense.” 

Only a few of the participants in the survey suggest 
the need for United States government action to counter 
Russia’s aggressive trade and aid tactics and to bolster 
the competitive position of United States companies in 
foreign markets. And executives that do mention it as a 
possibility are by no means agreed on what the action 
should or should not be. Following are sample comments: 


“The program being carried out by Russia will undoubt- 
edly have a very serious effect on foreign trade unless Amer- 
ican business acts soon to remain competitive with Russia. 
The attractive terms for payments being given by Russia 
and the effect of their barter agreements on the supply of 
United States dollars in foreign countries are already hurt- { 
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ing United States trade in some markets, particularly Latin 
America. The continuation of this program, without appro- 
priate steps being taken in this country, will make our ex- 
port sales more difficult to get.” (Office equipment) 

*x* * * 

“There is no doubt but that the Russians will, for political 
purposes, outbid not only the United States but the rest of 
the free world in some strategic areas of the world. No free 
enterprise producer can hope to underbid Russian slave 

labor. If we are to meet the Russian challenge, one thing is 
certain: our programs must be economically sound and not 
some wild-eyed theories that will only waste our resources 
and energy. If we find that we must, for security reasons, 
underbid the Russians in some particular market places, it 
must of necessity be a national program and the burden not 
be placed upon the shoulders of any one industry. It must 
be done through taxation, not attempted through some 
free-trade theoretical maneuvering which is economically 
unsound under the conditions involved.” (Chemicals) 

Me Fe | % 

“We are in favor of an extension of the reciprocal trade 
agreements program and the European Common Market. 
Foreign competition in our products is intense, but we be- 
lieve we can contain it. It is certainly our intention to use 
all the imagination we can to meet foreign competition be- 
fore calling on the government for assistance. In fact, we 
believe government assistance would create more problems 
than it would solve. The U.S.S.R.’s foreign trade program 
will have its difficulties, too, unless that country also im- 
ports.” (Hardware) 


improving World Trade Position 


Outstanding among respondents’ plans for improving 
their world trade position are the many proposals for 
manufacturing products abroad, particularly in the 
European Common Market area. Forty per cent or 
more of the companies reporting on their future plans 
say they will (1) acquire or expand their own manufac- 
turing facilities abroad or (2) negotiate new or broader 
licensing arrangements with local manufacturers. 

About 10% of the respondents say they have no 
specific plans for extending or strengthening their com- 
petitive position abroad, proposing instead to carry on 
as at present or to concentrate more on their domestic 
operations. 

Most of the cooperators, however, will try to expand 
and improve their foreign trade position by such various 
means as overseas manufacturing; research and develop- 
ment programs; the introduction of new products; intensi- 
fication of sales efforts; emphasis on high quality and/or 
specialty items; additional distributor outlets or overseas 
representatives; creation of a foreign operations subsidiary 
or centralized export operation; more emphasis on advertis- 
ing, dealer training, and technical service; and closer 
personal contacts with foreign customers, distributors, and 
market areas. 

Plans for building or buying new plant capacity over- 
seas or for entering into new licensing agreements were 
reported by companies from a wide variety of industry 
groups. Most numerous and most definite in their inten- 
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tions, perhaps, are those companies long accustomed to 
selling their products in the industrialized countries of 
West Europe. They include numerous manufacturers of 
general and specialized industrial machinery, instru- 
ments and controls, office equipment, and other indus- 
trial and consumer durable goods. 

Many of the respondents have already decided be- 
tween the direct investment and the foreign licensing 
approach, and have begun to implement their plans for 
manufacture of their products abroad. But others are 
still uncertain as to how and where they will begin 
their overseas operations. 

Other measures by which respondents hope to im- 
prove their position in foreign markets are somewhat 
overshadowed by the widespread emphasis on foreign 
manufacturing ventures, but many cooperators also 
expect to bolster their export operations by intensified 
sales efforts and by the other means mentioned above. 

One furniture company executive plans “a harder hit- 
ting program in the markets we are now holding. Our 
plans are to extend this same program when other mar- 
kets outside the area we are now selling open up. Where- 
ever feasible, we intend to enter into licensing agree- 
ments to sell in markets closed to direct exports.” 

A large chemical company has a five-point program, 
including “(1) a general effort by all head office and 
field personnel to maximize foreign sales; (2) the 
strengthening of foreign distribution channels; (3) an 
increase in the number of sales development, advertising 
and technical service personnel stationed abroad; (4) 
increased traveling of head office technical personnel to 
foreign market areas and technical centers; and (5) the 
establishment of new or an expansion of present foreign 
manufacturing operations.” 

Reorganization, introduction of new products, em- 
phasis on quality and service, and better financing terms 
are proposed by some cooperating companies. A few, for 
example, report to the following effect: 


“We are presently in the process of forming an inter- 
national organization in order to expand and develop our 
foreign business in countries other than Canada and 
Mexico. New products that we have added during the past 
two or three years are such that our foreign business might, 
in the next five years, become a more important part of our 
total volume.” (Apparel and related products) 

* 


“We are endeavoring to work out long-range plans to 
increase our foreign business by more manufacturing abroad 
in strategic countries, and by better coordination of all our 
international operations. If we can accomplish this, it will 
help to overcome competitive cost differentials and ex- 
change and tariff barriers.” (Office equipment) 


* * * 


“Plans to improve our company’s world trade position 
are primarily in the field of upgrading and improving our 
present product line. They include better sales and service 
arrangements, work with financing institutions on long- 
range extension of credit, the strengthening of our foreign 


agency system, and the appointment of exclusive agents in 
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countries where they do not currently exist.” (Industrial 
machinery—specialized) 
* * * 


“Our efforts to improve our world trade position will be 
directed toward increasing our coverage through education 
and training of agents, the appointment of new agents where 
necessary, and additional agents as needed. The need for 
manufacturing abroad either directly or through licensing 
agreements is being actively studied in connection with 
common market developments.” (Industrial machinery— 
specialized) 

* * x 

“We are continuously expanding and upgrading our 
foreign sales forces, as well as constantly seeking means to 
meet the foreign competitive offers, especially with respect 
to soft currency and deferred term payments.” (Industrial 
machinery—specialized) 

* *« * 


“We intend to emphasize quality; our prices cannot be 
competitive.” (Industrial machinery—specialized) 


* * * 


“We plan to improve our company’s world trade position 
by continued, comprehensive, and personal contact with our 
distributors and customers in our major market areas.” 
(Chemicals—inorganic) 


Summary 


While the great majority of cooperating companies 
are not seriously concerned about foreign trade develop- 
ments because they have so little at stake, companies 
with established foreign markets are very much inter- 
ested in American foreign policy and changing patterns 
of world trade. Their interest is not passive. Most are 
taking steps to counteract immediate threats to their 
foreign business and to improve their long-term trade 
position. 

Many companies that have little active interest in 
foreign markets are nevertheless worried about the 
impact on domestic markets of actions taken in the hope 
of liberalizing world trade and improving the over-all 
level of American trade with foreign countries. Their 
reactions serve as a sharp reminder that American 
companies have divergent and conflicting foreign trade 
interests, even though the ratio of foreign to domestic 
transactions is for most of them quite small. 


En Barrp Lovetu 
G. CiuarkK THompson 
Division of Business Practices 


Business Bookshelf 


Population Redistribution and Economic Growth United 
States, 1870-1950—Volume 1 (Methodological Consid- 
erations and Reference Tables) of this two-volume series 
deals with estimates of migration, labor force, manufactur- 
ing activity, and state income for the eighty-year span from 


1870 to 1950. It describes procedures developed to convert 
data from censuses and other administrative sources int ( 
sets of estimates for analytical use. It includes an evaluation 
of the validity and reliability of these estimates, the esti- 
mates themselves, and some complementary series. By 
Everett S. Lee, Ann Ratner Miller, Carol P. Brainerd, and 
Ricard A. Easterlin. Prepared under the direction of Simon 
Kuznets and Dorothy Swaine Thomas. The American Philo- 
sophical Society, Philadelphia, 1957, 759 pages. $5.00. 


Targeting Sales Effort—Describes a method of geographic 
sales analysis, explains its use in general, and illustrates its 
application to specific types of marketing problems. Tables 
providing the data necessary to apply the method are also 
included. By Charles W. Smith. Columbia University Press, 
New York, 1958, 396 pages. $15.00. 


The Management Approach fo Electronic Digital Computers— 
The author strives to present a nontechnical explanation of 
computers and their potential role in business organiza- 
tions. Photographs of various types of equipment are 
included in the text. By J. Sandford Smith. Macdonald & 
Evans, Ltd., London, England, 1957, 227 pages. 35/—. 


Toward the Automatic Factory— Dealing with the specific fac- 
tors of job content, worker management relations, unions, 
wages, incentives, promotional opportunities and job secur- 
ity, this book analyzes the impact of automatic technology 
on the “in-plant” society of a modern mill. By Charles R. 
Walker. Yale University Press, New Haven, Connecticut, 
1957, 282 pages. $5.00. 


Community Chest—A Case Study in Philanthropy—How is 
the need for philanthropic dollars in a given community 
estimated? What effect does a federated campaign have on 
the fund-raising success of agencies conducting independent 
campaigns? What contributions can reasonably be expected 
from business and industrial firras, wealthier citizens, mem- 
bers of the various professions, executive and other salaried 
workers, hourly wage earners? This examination of mass 
fund raising and giving focuses on the Indianapolis Com- 
munity Chest during the early 1950’s and is documented 
with much statistical information. By John. R. Seeiey, Buford 
H. Junker, R. Wallace Jones, Jr., N. C. Jenkins, M. T. 
Haugh, and I. Miller. University of Toronto Press, Toronto, 
Ontario, Canada, 1957, 593 pages. $7.50. 


Motivation and Market Behavior—A compilation of readings 
on motivation research. Sections are devoted to general ap- 
proaches, to the description and use of projection and re- 
lated psychological survey techniques, and to nonprojection 
survey and other research techniques. Edited by Robert 
Ferber and Hugh G. Wales. Richard D. Irwin, Inc., Home- 
wood, Illinois, 1958, 437 pages. $7.80. 


Special District Governments in the United States—A com- 
prehensive study of special districts, a form of government 
with functions ranging from schools to noxious weed eradi- 
cation. By John C. Bollens. University of California Press, 
Berkeley and Los Angeles, California, 1957, 280 pages. $4.50. 


Automation in Practice—Basic principles of “self regulation,” 
“negative feed-back” and “closed-loop” systems are dis- 
cussed, along with their applications to the major types of 
control devices used in automated and semiautomated 
plants. The use of automatic equipment in the area of metal 
production is described. By S. E. Rusinoff. American Tech- 
nical Society, Chicago, Illinois, 1957, 261 pages. $6.50. 
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Statistics of Manufacturing Industries: 


TRANSPORTATION EQUIPMENT 


as defined in the Bureau of the Budget’s standard 

industrial classification, consists of “‘establish- 
ments engaged in manufacturing equipment for trans- 
portation of passengers and cargo by land, air and 
water.” Products now produced by establishments 
classified in this major group include motor vehicles, 
aircraft, ships, boats, railroad equipment, and miscel- 
laneous transportation equipment, such as motorcycles, 
bicycles, and horse-drawn vehicles. The industry is thus 
far from being a homogeneous unit: it covers a broadly 
diversified area, including both consumer goods and 
capital goods. 


Ts: TRANSPORTATION equipment industry, 


One of the biggest 


From a relatively minor position in the early 1900's, 
the industry grew rapidly in the next two decades, and 
by 1929 had reached the stature of a major industry. 
After suffering a relatively severe decline in the 1930’s, 
it entered a new stage of growth in the postwar years. 
It now ranks at the top of the array of manufacturing 


industries as defined by the standard industrial classifica- 


Hon. In 1957, the industry employed 1.9 million persons, 
or 11% of the total number engaged in manufacturing. 
Its principal subindustry—the automotive industry — 
alone accounted for 42% of total sheet-steel consump- 
tion in the United States in 1956, 18% of the consump- 
tion of all steel forms, 65% of natural rubber consump- 
tion, and 61% of synthetic rubber consumption. 


Growth Rate above Average 


While the manufacturing economy as a whole has 
been expanding at an average rate of 5% a year since 
1929, measured by physical production, the transporta- 
tion equipment industry has been growing at an average 
rate of 8% a year. (Much of the expansion in the output 
of this industry has been an outgrowth of wartime and 
postwar developments—notably, of course, the develop- 
ment of air transportation.) 

But despite its relatively steep secular trend, the 
industry is generally assumed to be highly volatile, and 
to react strongly to the business cycle. During the de- 
cline of the early Thirties, employment of production 
workers in transportation equipment establishments fell 
by 47%, production by 72%, and sales by 76%. These 
figures compare with declines of 38%, 48% and 56%, 
respectively, in total manufacturing. (This greater 
sensitivity to the business cycle has not been particu- 
larly apparent in the relatively short cycles of the post- 
war years. In 1949, the industry’s output declined not 
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at all, while total industrial production fell 7%; in 1954 
the decline in the industry’s output was about equal to 
the decline in total production activity. For the indus- 
try’s behavior in the current recession, see below.) 


Diversity a Feature 


Diversity is also a strongly marked feature of the 
industry; it is reflected in a significant shift, over time, 
in the relative importance of the component subindus- 
tries. In terms of employment, production and value of 
shipments, the automobile and aircraft subindustries are 
now the principal groups within the transportation 
equipment aggregate. Developments in both these in- 
dustries have shaped the pattern of growth of the 
industry as a whole over the greater part of the postwar 
period. This is in sharp contrast to the prewar experience 
of the industry, when the automobile industry was 
clearly the dominant component. The automobile and 
parts industry accounted for 72% of the total number of 
wage earners employed in transportation equipment in 
1939; by 1956, this proportion had fallen to 45%. The 
aircraft and parts industry increased its share of the 
number of wage earners employed from 9% in 1939 to 
43% in 1956. 

The other branches of the transportation equipment 


Introducing a New Series 


The material in this article is drawn from the first of a 
forthcoming series of Conference Board publications 
entitled “Statistics of Manufacturing Industries.” 

Each issue in the new series, which supersedes the 
Basic Industrial Data formerly published by the Board, 
will contain a broad coverage of long-term statistics for 
a major manufacturing industry and its subindustries, 
drawn from a multitude of sources. 

Text and charts supplementing the tables describe the 
industry’s long-term trend, and the industry’s relation 
to the manufacturing sector as a whole. 

The new series will present a standardized statistical 
coverage of the manufacturing sector, organized around 
the Bureau of the Budget’s standard industrial classifica- 
tion. To this end, a base supplement covering manufac- 
turing industries as a whole will soon be published by 
the Board. This will include a description of the con- 
cepts and definitions used by the various collecting 
agencies that report data on the manufacturing sector. 

It is expected that the series will consist of twenty- 
five issues. The issues will be sent to Associates without 
charge but on request only. Availability of individual 
issues in the series will be announced in Previews. 
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industry —shipbuilding and repairs, railroad equipment, 
and miscellaneous transportation equipment—have de- 
clined steadily in importance in the postwar years, in 
relative terms, and in some cases in absolute terms as 
well. 


Investment, Sales and Profits 


In terms of financial performance—as measured by 
investment, sales and profits—the industry has enjoyed 
a marked expansion in the postwar years. Net new 
investment, spurred by climbing sales and rising profits, 
attained record levels in the years between 1947 and 
1956. Capital expenditures on new plant and equip- 
ment, as reported by the Department of Commerce, 
increased from $600 million in 1947 to about $2 billion 
in 1956 and 1957. 

Corporate sales of transportation equipment ad- 
vanced from $14.1 billion in 1947 to a peak of $42.5 
billion in 1957. Corporate profits after taxes showed an 
almost fourfold increase, from $650 million in 1947 to 
$2.4 billion in 1955 (profits declined to $1.7 billion in 
1956, and then rose slightly to $1.9 billion in 1957). 

The industry’s profit ratios in these years were 
marked by considerable year-to-year variation, with 
little discernible trend. In general, the industry enjoyed 
a somewhat more impressive earning record in the 
earlier years of the postwar decade than in recent years. 
For the five-year period 1947-1951, profits after taxes 
averaged about 6% of sales, compared with 4.6% during 
the six-year interval 1952-1957. Profits after taxes as a 
per cent of net worth averaged 15.8% for the years 1947 
to 1951, compared with 14.8% for the six-year period 
1952-1957. 

Profits data provided by the First National City 
Bank covering the leading corporations in automobiles 
and trucks, aircraft and parts, and railroad equipment 
industries show a wide divergence in the earnings per- 
formance of the industry’s major components for the 


period 1947 to 1957. In these years, profits after taxes, 
as a per cent of sales, averaged 6.5% in the autos an 


trucks industry, compared with 2.5% in the aircraft and - 


parts industry and 4.7% in the railroad equipment 
industry; profits, after taxes, calculated as return on net 
assets, averaged 22.2%, 14.6%, and 9.0%, respectively, 
over the same period. The aircraft and parts industry 


was the only component of the total industry to improve ~ 


its profit position in recent years. In this subindustry, 
profits as a per cent of sales rose from 1.5% for the five 
years 1947-1951 to 3.2% for the years 1952-1957. 
Profits as a per cent of sales in the autos and trucks 
industry fell from 7.4% in the earlier period to 5.9% in 
the later period; in the railroad equipment industry the 
decline was from 5.2% to 4.1%. Profits, after taxes, as a 
return on net assets, averaged 5.7% in the aircraft and 
parts industry, 25.3% in the autos and trucks industry, 
and 8.8% in the railroad equipment industry in the first 
half of the postwar decade, compared with 22.0%, 
18.9% and 8.9%, respectively, in the second half. 


THE CURRENT TREND 


Throughout 1957 and the early months of 1958, 
activity in the total transportation equipment industry 
experienced a considerable and almost uninterrupted 
decline. By the second quarier of 1958, production in the 
industry as a whole was 18% below the rates prevailing 
in early 1957, with both automotive and nonautomotive 
components of the industry registering declines. For the 
group as a whole, the rate of decline was 50% greater 
than the year-to-year decline in total industrial produc- 
tion, as measured by the Federal Reserve’s index. 

Levels of employment in the industry early in 1958 
were also considerably below the levels of a year earlier. 
The bulk of the difference was accounted for by a de- 
clining trend in employment in the automobile industry 
that had persisted virtually throughout this period, but 


1 Based on May, 1958, figures 
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Recent Trends in Transportation Equipment Industry and All Manufacturing 
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it was accentuated by a decline in the aircraft industry 
that began in mid-1957. Between May, 1957, and May, 
1958, factory-worker employment in all manufacturing 
industries fell by approximately 1,600,000, of which the 
transportation equipment industry accounted for about 
340,000. 


Sales Break at Year End 


The industry’s sales volume was well maintained 
until very late in 1957, but fell off sharply in December, 
1957. It continued to decline steadily into the second 
quarter of 1958, with new orders running substantially 
below the levels of 1957, and the industry’s backlog 
declining fully one fourth (backlog statistics for the 
industry exclude the automotive industry, in which new 
orders and sales are considered identical). 

In the first three quarters of 1957, profits after taxes 
in the transportation equipment industry were consider- 
ably higher than in the same period of 1956, with the 
increase in the motor vehicle segment of the industry 
amounting to 24%, as compared with about 13% for the 
nonautomotive segment. However, earning rates in the 
automotive segment appeared to enter on a quarter-to- 
quarter decline early in 1957, and profits after taxes in 
the final quarter of the year in both segments of the 
industry fell below the rates prevailing in the final 
quarter of 1956. 


Drop in Outlays Steep 


Capital outlays in the motor vehicle industry reached 
a pronounced peak in the last half of 1956, and declined 
sharply throughout 1957 and early 1958 (after seasonal 
adjustment). Anticipated outlays for the first half of 


Measures of Relative Growth 
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1958 were almost 50% below the level of actual outlays, 
in the first half of 1957. Capital spending by otheif} 


segments of the industry appears to have reached a peak - 


in the middle of 1957, and to have declined in late 1957. 
The actual spending level for the first quarter of 1958 


was almost 30% below actual spending in the first quar- | 


ter of 1957, and anticipated expenditures for the second 


quarter of 1958 also indicate a drop of 30% from the 


level of the corresponding period in 1957. For transpor- 
tation equipment as a whole, the decline in the first half 
of 1958 appears to be appreciably greater than the 
decline envisioned for all manufacturing industries. 


Wages and Prices Maintained 


During the year ended in April, 1958, average hourly 
earnings of production workers in the transportation 
equipment industry rose by about 10 cents. Since the 
average workweek in the industry fell only slightly, 
weekly earnings in April, 1958, were somewhat above 
the level of a year earlier. This was contrary to the 
average experience of production workers in all manu- 
facturing industries, where the average workweek was 
substantially lower and weekly earnings were below 
those prevailing a year ago. 

Wholesale prices of motor vehicles were stable 
throughout the first three quarters of 1957, and then 
rose about 2% in the late months of the year as new 
models were introduced. The change in motor vehicle 
prices from late 1956 to late 1957 was somewhat greater 
than the change for all commodities, but less than the 
change in the wholesale prices for all finished goods. 
However, while motor vehicle prices have remained 
unchanged for the first four months of 1958, wholesale 
prices for all commodities and for all finished goods 
have gone up during this period. 

Jack Farkas 
Division of Business Analysis 
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SELECTED BUSINESS INDICATORS 
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n.d. 13,170 
n.d. 11,348 


716,200 


748,636 
733,504 
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88,500 
751,300 
752,009 
724,931 

24,100 


716,075 


11,030 
r 5,020 
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13,070 
11,055 
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729,864 


722,145 


713,261 
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53,6630 
28,6796 
23,6700 


16,4376 


10,5900 
5,631b 
1.885 


13,0805 
10,8060 
1.216 


31,4626 


22,2016 
14,4256 
1.545 


SELECTED BUSINESS INDICATORS (Continued) 


Chartbook 


Page* Series 


Merchandise exports and imports 
Exports® 
Imports 


Federal budget receipts and expenditures 
Defense expenditures’ 
For quarterly data see below 


Money supply and turnover 
Privately held money supply® 
Total demand deposits adjusted and currency 
Deposit turnover: New York City 
Deposit turnover: 337 other centers? 


Bank loans, investments and reserves 
Loans!° 
Investments!® 
Borrowings! 1 
Excess reserves! 
Commercial, industrial and farm loans! 


Diffusion index 
Industrial production 
Diffusion index 


Eight sensitive business indicators 
Residential building contracts 
Nonresidential building contracts 
New orders, durables 
Average work week 
Raw materials prices 
Stock prices, industrials 
New incorporations 
Business failures 


Chartbook Series 


Gross national product 
Total 
Change in business inventories 
Final demand 


Components of gross national product 
Personal consumption expenditures 
Change from previous quarter 
Gross private domestic investment 
Change from previous quarter 
Government purchases of goods and services 
Change from previous quarter 


Disposition of personal income 
Total personal income 
Disposable personal income 
Personal consumption expenditures 
Personal saving 


Corporate profits 
Net before taxes 
Tax liability 
Net profits 
Dividend payments 
Retained earnings 


Business expenditures for plant and equipment 
Total 


Federal budget receipts and expenditures 
Receipts 
Pxpenditites tcc: ccc oe co ee ce ae ere eee 
Cumulative surplus or deficit 
For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Tue Conrerence Boarp; Department of Agriculture; Bureau of the Census; Se- 
curities and Exchange Commission; Treasury Department; F, W. Dodge; Standard 
& Poor’s; Dun & Bradstreet. 

1 Includes interest, taxes and wages. ? Prices received divided by prices paid. 3 Be- 
ginning May 1956, data based on 330-area sample. 4 Excludes personal contributions 
to social security, included in components. § Includes wages and salaries and “other 
labor income.” ® Includes grant-aid shipments. 7 Military functions of the Defense 
Department. § Demand and time deposits adjusted to exclude U. S. Government and 
interbank deposits; and currency outside banks. ? Excludes Boston, Philadelphia, 
Chicago, Detroit, San Francisco, Los Angeles and New York. All member banks. 


Million dollars 
Million dollars 
Merchandise export surplus (incl. grant-aidshipments)} Million dollars 
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Billion dollars S 
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Million dollars 
Million dollars 
Million dollars 
Million dollars 
Million dollars 


1947-49 =100 S 


Thous. sq. ft. fl. sp. S 
Thous. sq. ft. fl. sp. S 
Million dollars S 
Hours S$ 

1947-49 = 100 
1941-43 =10 
Number S$ 

Number S$ 


Billion dollars S 
Billion dollars 
Billion dollars 


Billion dollars 
Billion dollars 
Billion dollars 
Billion dollars 
Billion dollars 
Billion dollars 


Billion dollars 
Billion dollars 
Billion dollars 
Billion dollars 


Billion dollars 
Billion dollars 
Billion dollars 
Billion dollars 
Billion doliars 


Billion dollars S 
Billion dollars S 


May p 


n.d. 
n.d, 
n.d. 


3,214 


228.1 
135.5 
02.0 


tes) 22.4 


79,713 
67,559 
144 
649 
29,986 


127 
tts al yg. 
tS 10.38 


101,794 94,012 
59,549 
10,640 
38.6 
84.4 
45.21 
10,133 
1,381 


91,940 
58,244 
711,488 
38.6 
85.5 
45.24 
10,401 
1,344 


13,2346 
46.0 
88.2 

50.17 

11,485 

1,152 
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Billion dollars S 


Million dollars 
Million dollars 
Million dollars 
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13,914 
18,116 
—6,735 


15,410 
17,944 
—2,533 


21,734 
17,422 


—3,436 1,419 


1 From Federal Reserve Banks. 2 Weekly reporting member banks, 18 Gross national 
product, less change in business inventories. 4 For fiscal year beginning July 1. S-sea- 
sonally adjusted. A—annual rate. a-anticipated. For the it Queer of 1958, anticipated 
outlays are: Total, 31.36; Manufacturing, 12.18; and N onmanufacturing, 19.18. For 
the III Quarter of 1958, they are: Total, 30.31; Manufacturing, 11.68; and Nonmanu- 
facturing, 18.63. b-April, 1957 for monthly data; IV Quarter 1956 for quarterly data, 
e—March, 1957. p-preliminary. r-revised. * End-of-month inventory, divided by sales 
during the month. ¢ Debits (annual rate) divided by deposits. +} Diffusion index 
stated as the average duration in months of expansion or contraction. n.a.—Not avail- 
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BUSINESS RECORD 


Announcements of Mergers and Acquisitions—May 11, 1958—June 10, 1958' 


__, Acquirer 
Description and assets in millions 


ACF-Wrigley Stores, Inc. ($59.6) 
Retail food stores chain operator 
Advance Industries, Inc. ($2.5) 
Sonic, electrical and electronic equip- 
ment mfr. 

_ Archer-Daniels-Midland Co. ($108.8) 
Linseed oil producer and soy bean oil 
and by-products processor; alfalfa 
and soy bean flour storage and sales 

Arvin Industries, Inc. ($31.3) 
Automotive parts and electric house- 
wares mfr. 

Butler Brothers ($54.5) 

Department and variety stores chain 
operator 


California Canners and Growers (n.a.) 
Foods processor 


A. M, Castle & Co. ($20.5) 
Steel products distributor 


C & C Television Corp. ($5.7) 
Television films distributor 


Chemetron Corp. ($119.4) 
Industrial gases, medical oxygen, 
welding and hospital equipment mfr. 
Cluett, Peabody & Co., Inc. ($65.2) 
Men’s and boys’ shirts, ties, handker- 
chiefs and casual wear mfr. 
Cone Mills Corp. ($146.3) 
Integrated textile fabrics mfr. 


Consolidated Electronics 


Corp. ($18.5) ‘ ‘ 
Electric and electronic equipment 
mfr. 


Consolidated Laboratories (n.a.) 
(Sub. of Republic Pictures Corp.) 


Industries 


Continental Industries, Inc. ($10.8) 
Automatic vending machines mfr. 
and operator 

Continental Nut Co. (over $.5)** 


Nuts processor 


Cutler-Hammer, Inc. ($47.5) 
Electrical control equipment mfr. 


Cutter Laboratories ($11.2) 
Biologicals, hospital products and 
pharmaceutical specialties mfr. 


Dickie-Raymond, Ine. (n.a.) " 
Direct mail and sales promotion 
counsel 

Du-Art Film Laboratories, Inc. ($1.0) 
Motion picture and television film 
processor 

“Bverywoman’s Family Circle’”’ 


(Formed by merger of) ' 
Supermarket-distributed magazine 


Fayscott Corp. 

(Sub of Whitin Machine Works) 
n,Q.) 

Federal Sign & Signal Corp. ($7.9) _ 
Electrical advertising signs and sig- 
naling devices mfr. 

Fluor Corp., Ltd, ($38.4) 

Oil, gas, chemical and power plants 
construction and specialized indus- 
trial equipment mfr. 


Frito Co. ($9.8) 
Snack food mfr. 


Fyr-Fyter Co. (over $1.0)* 
eine extinguishers, brass goods, etc., 
mfr. 


_ JULY, 1958 


_ , Acquired Unit 
Description and assets in millions 


Bettendorf’s, Inc. (n.a.) 
Supermarkets operator 


Horton Equipment Corp. (n.a.) 
Equipment and machinery leasing 


J. R, Rasmussen Co. 
(Grain elevators (Minn.) of) (n.a.) 


Jones & Laughlin Steel Corp. 
(Ironing table business of) (n.a.) 


Standard Variety Stores (n.a.) 
Variety stores operator (New York 
and New Jersey) 


Richmond-Chase Co, (over $1.0)** 
Fruit processor 


Filice & Perrelli Canning Co. (over 
$1.0)** 
Foods processor 


Nottingham Steel & Aluminum Co. 
($1.5)? 


Hazel Bishop, Inc. ($2.3) 
(Over 60% of common stock of) 
Cosmetics mfr. 

Allright-Nell Co., Inc. (7.a.) 
Meat packing machinery and equip- 
ment mfr. 


Bud Berman Sportswear, Inc. (n.a.) 
Sweaters, swimwear and casual wear 
mfr, 


Otto B. May, Ince. (n.a.) 
(Controlling interest in) 
Chemicals and dyestufis mfr. 


Sessions Clock Co. (over $1.0)* 
(80% of common stock and 85% of 
preferred stock of) 
Electric and mechanical clocks mfr. 


Paramount Pictures Corp. 
(New York film processing laboratory 
of) ($1.2)? 

Cigarette Service, Inc. (n.a.) 
‘Vending machine operator 


Upton & Williams, Inc. (n.a.) 
Walnut bleacher and sheller 


aero Instruments Laboratory, Inc. 

$7.6) 

Electronics research and mfr. 

Hollister-Stier Laboratories Co. (n.a.) 
Allergy testing and treatment prod- 
ucts mfr. 

Hollister-Stier Laboratories, Inc. (n.a.) 
Allergy testing and treatment prod- 
ucts mfr, 


Direct Advertising Associates (n.a.) 


Associated Screen News, Ltd. (Canada) 
(Laboratory assets of) (n.a.) 


“Eyverywoman’s’’ (n.a.) 
(Jointly owned by Cuneo Press, Inc., 
National Tea Co., Colonial Stores, 
Inc., and Food Fair Stores, Inc.) 
Supermarket-distributed magazine 
“Family Circle’ (n.a.) 
Supermarket-distributed magazine 


Landis Machine Co, (Mo.) ($2.9) 
Shoe repair machinery mfr, 


Lackner Co., Inc. (over $.3)* 
Illuminated plastic displays mfr. 


Summerbell Roof Structures 
(Assets of) (n.a.) 
Glued-laminated timber products and 
wood roof trusses mfr. 


Crispie Potato Chip Co. (over $.3)** 
Potato chip mfr. 


Kruger Mfg. Co. (n.a.) . 
Steel and brass containers mfr. 


3 Acquirer 
Description and assets in millions 


General Baking Co. 
(Van de Kamp’s Holland Dutch 
Bakers, Inc., div. of) (n.a.) 


Glidden Co, ($140.4) 
Paints, varnishes, food products, pig- 
ments, metal powders, soybean prod- 
ucts and chemicals mfr, 

Grand Union Co, ($91.8) 
Retail food stores chain operator 


Grayson Equipment Co. (n.a.) 
Institutional food service and freezing 
equipment mfr. 


Grayson-Robinson Stores, Inc, ($15.8) 
Women’s and children’s specialty 
stores chain operator 

A. P. Green Fire Brick Co. ($29.8) 
Fire clay refractory products mfr. 


Hagan Chemicals & Controls, Inc. 
($16.3 


Automatic control devices, metering 
equipment and water softening chem- 
icals mfr. 

Hein-Werner Corp. ($3.3) 
Pumps and hydraulic jacks mfr. 

Henry Holt & Co., Inc. ($10.7) 
General literature and magazines 
publisher 

Hooker Electrochemical Co. ($134.0) 
Chemicals and plastics mfr. 

Houston Corp. (.a.) 
Gas transmission pipeline constructor 


Hygrade Food Products Corp. ($46.5) 
Meats and foods processor 


Industrial Enterprises, Inc. ($16.6) 
Electric traveling cranes, air cleaners 
and switches mfr.; structural steel 
fabricator and motor vehicle carrier 

Inland Container Corp. (over $1.0)* 
Paper and corrugated shipping con- 
tainers mfr. 


Institutional Research, Ltd. 
(Sub. of Channing Corp.) (n.a.) 


International Shoe Co. ($175.8) 
Footwear mfr, 


Itek Corp. (n.a.) Pal? d 
Engineering research in information 
processing 


F. L. Jacobs Co. ($9.0) 
Automobile parts and accessories mfr. 


Kastor, Hilton, Chesley & Clifford, Inc. 


n.d. 
(Formed by merger of) 


Koehring Co. ($48.5) ‘ 
Heavy construction equipment mfr. 


_ Acquired Unit 
Description and assets in millions 


Vernell’s Buttermints, Inc. (n.a.) 


Thompson’s Candy House, Inc. (n.a.) 
General Paint Corp. 
(Domestic paint business of) (n.a.) 


Mohican Co. 
(Seven supermarkets in Connecticut 
and Rhode Island of) (n.a.) 

Empire Super Markets 
(Forty-one supermarkets in Eastern 
New York State and Massachusetts 


of) (n.a.) 
(Operated by Schaffer Stores Co., Inc.) 
Straus-Duparquet, Inc. ($3.9) 
(Sub. of Standard Financial Corp.) 
Food service equipment, furniture 
and furnishings mfr. 
Peerless Camera Stores, Inc. ($1.5)4 
Photographic equipment retailer 


Stevens Fire Brick Co. (over $.1)* 
Fire bricks mfr, 

Kybernetes Corp. (n.a.) 
(Sub. of Self Winding Clock Co., Inc.) 
Automatic data logging and tempera- 
ture monitoring equipment mfr. 


Tal Bending Equipment, Inc. (n.a.) 
Pipe bending equipment mfr. 
Dryden Press, Inc. 
(Book titles and copyrights of) (n.a.) 


Shea Chemical Corp. ($14.4) 
Chemicals mfr. 

Coastal Transmission Corp. (n.a.) 
(Sub. of Delhi-Taylor Oil Corp.) 
Gas transmission pipeline constructor 

Girard Packing Co. (over $.3)** 
Meats processor 

Pennant Corp. (n.a.) 
Upholstered, summer and juvenile 
furniture mfr. 


General Box Co. ($4.4) 
(Over 50% of outstanding stock of) 
Wirebound boxes and crates, indus- 
trial shipping containers and corru- 
gated paper boxes mfr. 


Van Strum & Towne, Ine. (n.a.) 


Caribe Shoe Corp. (Puerto Rico) (n.a.) 
(Sub. of Shoe Corp. of America) 
Juvenile shoes mfr. 

Vectron, Inc, ($2.3) 
Electromechanical 
equipment mfr. 

Symphonic Electronics Corp. (n.a.) 
Phonographs and phonographic equip- 
ment mfr. 

Scranton Corp. ($4.7) 

Control of) : 
ace and plastic curtains, drapes and 
napkins, ete,, mfr. 


Kastor, Farrell, Chesley & Clifford, Inc, 


and electronic 


n.d. 
Advertising agency 

Hilton & Riggio, Inc. (n.a.) 
Advertising agency 

Ka-Mo Tools, Ine. (n.a.)_ i 
Earth drilling and boring equipment 
mfr. 


i n_ nnn ee arr UE EEE EUEIE IIE IRENE SERIES EEE 


* Estimated minimum capital from ‘“Thomas’ Register of American Manu- 


factures, 1958” 


*k Bstimated minimum capital from ‘‘Thomas’ Wholesale Grocery and 


Kindred Trades Register, 1954” 


1 See The Conference Board Business Record, November, 1957, for sources and 
methods used 


2 Purchase price, Moody’s Industrials, June 3, 1958 
3 Purchase price, Moody’s Industrials, June 6, 1958 
4 Approximate purchase price, The New York Times, June 10, 1958 


295 


296 


Announcements of Mergers and Acquisitions (Continued) 


Acquirer Mm, 
Description and assets in millions 


Acquired Unit a 
Description and assets in millions 


Acquired Unit 


Acquirer yt ; ze 
Description and assets in millions 


Description and assets in millions 


McRae Oil & Gas Corp. ($8.1) 
Acquires, explores, develops and op- 
erates interests in oil and gas proper- 
ties 

Motor Products Corp. ($11.2) 

Major assemblies in the airframe and 
jet engine fields mfr. 


Narda Ultrasonics Corp. (over $.1)* 
Ultrasonic generators and equipment 
and metal cleaning machinery mfr. 


National Steel Corp. ($670.8) 
Steel producer 


National Tank Co. ($22.9) 
Oil and gas separators, emulsion 
treaters, oil and gas heaters and 
storage tanks mfr. 


A. D. Norbeck Co. (n.a.) 
Advertising agency 
North & Judd Mfg. Co. ($8.7) 
Belt and shoe buckles, upholstery 
nails and harness, saddlery, barnyard 
and marine hardware mfr. 
Owens-Corning Fiberglas Corp. ($134.3) 
Fibrous glass products mfr. 


PowrPak-Conn-Chem, Ine, (n.a.) 
(Formed by merger of) 


Producing Properties, Inc. ($12.6) 
Oil and gas properties investor and 
operator 

Red Dot Foods, Ine. (n.a.) 
Potato chip mfr. 


Fletcher D. Richards, Inc. (n.a.) 
Advertising agency 


Rockwood & Co.! 


Sangamo Electric Co. ($37.9) 
Watt-hour meters, transformers, ca- 
pacitors and other precision electric- 
ity metering and recording instru- 
ments mfr, 

Scranton Corp. ($4.7) 

(Controlled by F. L. Jacobs Co.) 
Lace and plastic curtains, drapes and 
napkins, etc., mfr, 

Sessions Clock Co. (over $1.0)* 
Electric and mechanical clocks mfr. 


“Shipping Management’’ (7.a.) 
Trade publication 

Sioux Oil Co. ($3.5) 
Crude oil producer and refiner and 
petroleum products distributor 


Sperti Products, Inc. ($5.0) 
(Controlled by Sperti, Inc.) 
Lamps and fixtures, signaling de- 
vices, atomic and aircraft parts, fans 
and horns, etc., mfr. 


Caribbean American Petroleum of Pan- 
ama (n.d.) . } 
(Sub. of Texas American Oil Corp.) 


Duncan Parking Meter Corp. (n.a.) 
Parking meters mfr, 


Miller Meters, Inc. (n.a.) | 
(Sub. of Duncan Parking Meter 
Corp.) ¥ 
Coin operated parking meters mfr. 

Harrison Dye Casting Corp. (n.a.) 
(Sub. of Duncan Parking Meter 
Corp.) 

Duncan Parking Meter Corp., 

(Canada) (n.a.) 
(Sub. of Duncan Parking Meter 
Corp.) 

Aermotor Co, (over $.5)* 

Farm and home water supply sys- 
tems, windmills and special purpose 
steel towers mfr. 

Alcar Instruments, Inc. (over $.1)* 
Ultrasonic equipment and special de- 
vices mfr. 

Crown Cork & Seal Co., Inc. 

(Cold reducing mill and other elec- 
coe tin plate mfg. equipment of) 
n.d. 


Ltd. 


Instruments, Inc. (over $.1)* 
Electrical controls and other automa- 
tion equipment mfr. 


Color Advertising Co. (n.a.) 


Hook-Flex Corp. (n.a.) 
(Sub. of Industrial Development 
Corp.) 
Hook and eye closures mfr. 
Owens-Illinois Glass Co. 
(Kaylo Div. of) (n.a.) 
Industrial heat insulation products 
mfr. 
Powr-Pak, Inc. (n.a.) 
Contract packager of aerosol pres- 
surized products 


Connecticut Chemical Research Corp. 


n.d. 
Contract packager of aerosol pres- 
surized products 

Continental Production Co. 
pepe here producing oil wells of) 

n.d. 


May Potato Chip Co. (n.a.) 


Johnston Potato Chip Co. (n.a.) 
Tandy Advertising Agency, Ltd. 
(Canada) 

(50% interest in) (n.a.) 
The Hyatt House (n.a.) 

Hotei (Los Angeles, California) 
D. G. C. Hare Co. (n.a.) 

Tape recording field 


Hal Roach Productions, Inc. ($6.0) 
Television films producer 


Forestville Industries, Inc. 
(Mepco Div. of) (n.a.) 
(Sub. of Consolidated Electronics 
Industries Corp.) 

“National Hi-Way Shipper’ (n.a.) 
Trade publication 

Skarty Oil Co. (n.a.) 
Refined oil products distributor 


pike Fresh-Up Daily Juice, Inc. 
n.d. 
Orange juice distributor 


* Kstimated minimum capital from ‘‘Thomas’ Register of American Manu- 
facturers, 1958’ 


** Estimated minimum capital from 
Kindred Trades Register, 1954” 


acan ae of $4.0 and current liabilities of $.2, The New York Times, 


“Thomas’ Wholesale Grocery and 


Industrial pumps and water systems Dairy equipmert and pumps mfr. 
mfr, 

Stauffer Chemical Co. ($138.1) : 
ner ang and agricultural chemicals 
mfr. 

Sun Electric Corp. (over $1.0)* ” 
Automotive and aircraft test equip- 
ment mfr. 

Texas Pacific Coal & Oil Co. ($62.7) 
Crude oil, casinghead gasoline and 
natural gas producer 

Texaco Seaboard, Inc. (n.a.) 

(Sub. of Texas Co.) 

Thomas & Betts Co. (over $1.0)* 
Conduit and electrical fittings mfr. 

Truax-Traer Coal Co. ($44.9) 

Coal producer 

Tulatex Corp. (n.a.) 
Cushioning mfr. 

Tyer Rubber Co. ($4.9) 

Druggists’ sundries, rubber and can- 
vas footwear and other rubber spe- 
cialties mfr. 

Union Tank Car Co. ($214.7) 

Railway tank cars lessor and steel 
products mfr. 

United Aircraft Corp. ($451.5) Norden-Ketay Corp. ($13.4) 

Aircraft engines, propellers and heli- | Aircraft and missile guidance sys- 
copters mfr. tems, radar, fire control systems and 
electronic instruments mfr. 

Union Electric Co. 

(Coal properties of) (%.a.) 

Daly Mining Co. (7.a.) 


Anderson Chemical Co. (over $.1)* 
Specialty chemicals mfr. 


Texas Instruments, Inc. : 
(Panel instruments products line and 
mfg. facilities of) (n.a.) 

Rowap Oil Co. (n.a.) 

Oil and gas producer 


Sta-Rite Products, Inc. (over $1.0)* | Perfection Mfg. Corp. (over $1.0)* 


Seaboard Oil Co. ($93.1) 
Crude oil producer 
Kent Mfg. Corp. (n.a.) 
Electrical terminals mfr. 
Union Electric Co, _ 
(Coal properties of) (n.a.) 
Columbian Rope Co. 
(Corotex Div. of) (n.a.) 
Plastimold, Ine. (7.a.) 


Lang Co., Ine. ($3.7) : 
Storage tank mfr. and steel fabricator 


United Electric Coal Companies ($21.1) 
Bituminous coal producer 

United Park City Mines Co. ($14.8) 
Lead, zinc, copper, gold and silver 
mining 

United Press International, Inc. (n.a.) 
(Formed by merger of) 
News agency 


United Press Association (n.a.) 
(Sub. of E. W. Scripps Co.) 
News agency 

International News Service (n.a.) 
(Affiliate of Hearst Consolidated Pub- 
lications, Inc.) 
News agency 

Celastie Corp. (n.a.) 
(Jointly owned by E. I. du Pont de 
Nemours & Co. and United Shoe 
Machinery Corp.) 
Colloid-treated fabrics mfr. 

Metal Fabricators, Inc. 
(Metal fabricating plant of) (n.a.) 


Wasco Chemical Co. (n.a.) 


Wyatt Metal & Boiler Works, Inc. 
($12.4 


Sheet and steel plate products mfr. 


gy ea vias Industries, Inc. | Weber Engineered Products, Ine. (over 


$1.0)* 


Gold and tin producer, heavy ma- Outdoor power equipment mfr. 


chinery and heat exchangers mfr. and 
structural steel fabricator 


saps Tee Corp. (over 


Steel fabricator 


Jos. A. Zaloom & Co., Ine. (n.a.) Wm. A. Camp Co., Inc. (over $.5)** 
Nuts processor | Nuts processor 
re SSSI 


Business Forecasts 


(Continued from page 260) 


quarter rate of $346.9 billion. Disposable income is estimated 
at an annual rate of $307.1 billion in the fourth quarter— 
higher than 1957’s third-quarter top of $303.3 billion. . . .” 

Automotive News (June 23)—“General business conditions 
will improve during the second haif of this year, leading execu- 
tives of the consumer credit industry have predicted. . . . 

“According to Dr. John M. Chapman . . . a large majority 
of the credit men said they believe there will be ‘some improve- 
ment’ in the next six months, with many emphasizing that the 
improvement is not expected until the fourth quarter. . . . 

“Among the reasons cited by the group to support an opti- 
mistic view were seasonal factors, increased inventory buying 
and an improvement in the employment picture. . . .” - 


BUSINESS RECORD 


“with enlightened self-interest . . .” 


As a part of the job of being in business, many companies 
have turned to investigate the basic needs of the commu- 
nity and the nature of the agencies operating to meet those 
needs. The result has been a shift for many in the pattern 
of their giving. 


Some companies now focus on new areas of aid— 
through the broadest program of giving in their his- 
tory. Other companies assist vitally in projects 
formerly left entirely to one or another arm of govern- 
ment. Some other companies have initiated their own 
projects. 


These firms provide the money for their “corporate citizen” 
undertakings as one of their many costs of doing business. 
And, as when dealing with any other of their costs, they 
seek the optimum employment of their contribution dollars. 
The philosophy behind their giving is definitely one of en- 
lightened self-interest. 


To help other companies examine the “giving”’ side of 
their business, Tae CoNFERENCE Boarp presents the 
policies and procedures of 180 big—and less big— 
companies in detail. Why, where, how and what they 
give—locally, nationally, internationally—is to be 
found in this penetrating study of 


COMPANY CONTRIBUTIONS 


No. 89 in the Board’s Business Practices series. This report is being sent 
this month fo ail those in Associate companies of the Board who have 
been designated to receive them. Extra copies are available; quantities 
at reduced rates. 


In the June Management Record 


Employees Vacation in Faraway Places—In some companies, employee clubs are 
sponsoring low-priced vacations in Europe, Hawaii and other distant places. How 
planes are chartered and other travel arrangements made are detailed in this 
article. 


Controlling Wage and Salary Costs—This three-part Round Table explores the vari- 
ous ways companies can get the best return on every payroll dollar spent in terms 
of an efficient, productive work force. 


Controlling Fringe Costs—The second Round Table examines fringe costs, which in 
cents per hour have more than doubled in the past ten years. Cost-of-living 
pensions, major medical insurance and workmen’s compensation are explored. 


State Temporary Disability Insurance Programs—Since 1942, four states have set up 
temporary disability programs to protect employees who cannot work because of 
nonoccupational illness. Who is covered, how the plans are financed, and the 
similarities and differences found in these four state programs are discussed in this 
article. 


Ih 


_ Ls there much of at? 


|. Is there “discrettonary” income? 


3. Just what is discretionary income? 


4. How constant is it? 


WAI 


Yes, there is. And it has increased in importance with the 
growth in income since the war. Advertising agencies like to 
talk about it. Analysts are beginning to find measures of it a 
useful tool for market research 


It’s sizable. In 1957, it totaled something like $103 billion 


It’s what’s left over of personal income after subtracting taxes, 
expenditures for food, clothing and other necessities, and after 
deducting for fixed commitments such as debt repayment 


That’s one point of the series. It is a more sensitive indicator of 
income available for spending for a wide range of consumer 
goods. Now Tux Conrerence Boarp has begun a quarterly 
series that can keep you abreast of its volatile ups and downs 


As a measure of income, it can help you plan campaigns to cap- 
ture some of that fairly free wheeling money—and to plan in 
accordance with the amount of that money that’s around at any 
particular time. The series is also useful in other areas of business 
decision and activity 


DISCRETIONARY INCOME 
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_ What's the potnt of knowing about it? 


